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TIJE J’ROGILESS OF '['ME STEEL INDUSTRY, 

! 1)24 27; HOW l AR, THE GROWTH 
WAS TO I’ROTEGTiON 

BY 

11. L. Dey, 

Lrcfarcr^ Lurhnf^ir l^ni veraify. 

TIh' Steel liuhistry (rrotection) Act of 1924 was enacted 
for tlie brief ])eri()d of less than years in view of the abnonnal 
and fliictnalino' coiiditioiis of the jiriees, the exchanges and costs 
of production. ]^y the niiildle of 192(1, all the dilVerent parts 
of the new ]>huit of the Tata Iron and Steel C()inj)any, Ltd., hail 
boon brought under opeiation, and tlie tirni was approaching the 
full anticipated output, xvhich liad been taken as the basis of the 
Act of 19'24. Moreover, tlie TTnited Kingdom as well as several 
other countries in Enro])e had returned to the gold standard and 
some .sort of stability of i>rief?s. Tlierefore, the latter part of tho 
year 192G offered an eminently suitable opportunity for ascertain- 
ing the comparative eosts of the steel indnstry and making 
forecasts regarding its future, 
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H. t. DBY 

The Act of 1924 lasted from the middle of June, 1924, to the 
end of March, 1^7. Therefore the ejffective period of protection 
was only 2 years and 9| months, which must be presumably 
regarded as too short a period to show the stimulating effect, if 
any, of protection on the growth of the industry. Moreover, it 
was just before or during this period that many important and 
difBiCult parts of the new plant were put into running order.^ 
Furthermore, it must be remembered that the period was one of 
great depression in industry and commerce, the steel industry 
having been one of the worst sufferers from it. In the United 
Kingdom, many steel producers had to cut their profits to the 
bone and sometimes sell even below the cost of production. Even 
in the United States, where a high rate of profit was the rule, 
many steel producers had to be satisfied with a nominal profit. In 
spite of a record output in 1925-26, there were 13 firms that 
could earn no dividends at all, while the average rate of profit 
for 27 firms was only 4-51i p.c.^ It was, therefore, a period, when 
the steel trade throughout the world was faced with the problem 
of somehow maintaining a bare existence. And besides all these 
discouraging factors, the Indian Steel Industry was handicapped 
in competition by the continual and precipitous depreciation of 
the Belgian and French exchanges, and the appreciation of the 
rupee-sterling exchange by 12^ p;C. from Is. 4d. to Is. 6d. In 
spite of all these serious disadvantages arising out of external 
factors, and in the face of admittedly great initial difficulties 
that usually retard the growth of a highly complicated industry 
in a country devoid of what may be called an industrial environ- 
ment and atmosphere, the Indian Steel Industry made considerable 
progress during this brief period of protection, and in certain 
respects, viz., in the matter of works costs, the results were actual- 
ly better than the anticipations formed in 1923-24. The following 
table shows the improvements in costs of production in various 

•Ur ‘ . ’■ 

1 Vide Minutes of Evidence, Statutory Enquiry (1926), vol. 2, p. 63. 

2 Ftde Iron and Coal Trades Beview, 11th June, 1926, 
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departments a4S compared to the estimates of costs on full output 
formed in 1923-24®: — 


WOBKS COSTS FEB TON. 



Oust in 
1923-34. 

Estimated 
cost for 
1926-27 
as given in 
1923-24. 

Actual, 

1926-36. 

Actual, 

August, 

1926. 


Rs 

a. 

Rs. 

a. 

Rs. 

a. 

Rs. 

a. 

Coke 

15 

1*9 

12 

4*53 

11 

7-6 


• • 

Pig iron 

36 

4*8 

30 

15*2 

28 

7-68 

26 

7 62 

Steel ingots, open hearth ... 

68 

10*24 

60 

14*0 

55 

8-32 

51 

7*04 

Steel ingots, duplex 

82 

1-28 

57 

1-8 

58 

13-44 

61 

308 

Old blooming mills product •. 

86 

12*32 

72 

6*2 

73 

3-84 

70 

8-48 

New ,, „ „ ... 

98 

16-36 

68 

12-0 

68 

6*76 

60 

00 

Old 28" mill product 

ISO 

1488 

100 

149 

112 

15*84 

108 

12*48 

New ,1 ,, ,» ... 

- 


93 

11*0 

96 

0*32 

79 

9-44 

24" and 18" mills 

115 

13-44 

80 

130 

77 

12*16 

71 

0*64 

Old bar mill product 

132 

8-80 

125 

1-8 

125 

304 

126 

6*4 

New ,, „ „ .•« 

134 

1-92 

106 

11'3 

104 

9*44 

98 

12*96 

Plate mill 

142 

2-08 

120 

8*6 

124 

5*8 

103 

5*6 

Sheet mill 

203 

1440 

149 

2*8 

181 

2*56 

164 

1*92 

Qalranized corrugated sheets 

857 

7-68 

104 

6-8 

314 

804 

262 

10*24 


From the above table it will be seen that in all the different 
departments there were heavy reductions in works costs in two 


3 Vide Minutes of Evidence (19216), vol. 2, pp. 73—93, 239 — 63. 
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yeais 1923-24 to 1925-26* Further it will be noted that except in 
the old blooming mill, old bar and rail mills, and the sheet mill, the 
reductions in the works costs were much greater than had been anti- 
cipated in 1923-24, when the different units of the new plant were 
being installed. As to the old rolling mills where the results 
compared unfavourably with the estimates, it has to be pointed out 
that by 1926 it was evident that they had become obsolete. This was 
the case with the old blooming mill, bar mill and rail mill. This 
was admitted by the representatives of the steel company in their 
evidence before the Tariff Board in 1926. As compared to the 
corresponding new mills in the new plant, the old mills were 
costing over Us. 20 lakhs a year more in the works costs alone. 
Accordingly, it was proposed in 1926 to fit up the new plant with 
certain auxiliary equipment which would increase the capacity of 
the new mills and help to dispense with production in the old 
mills. With regard to the plate mills, we are told that the 
result would have been much more favourable if the mill could 
have been worked to its full capacity. The full capacity of the 
mill is given as 100,000 tons a year, the estimate of output given 
in 1923-24 was 48,000 tons, while the actual production of 1926-26 
was only 20,871 tons, or less than half the estimated output given 
in 1923-24, and only 20 p.c. of the full capacity of the plant. This 
great difference between the full capacity and actual output is 
due to the fact that the market for plates in India turned out to 
be much smaller than had been anticipated. The full output can 
find a market only when there has been a considerable development 
of the wagon-building and ship-building industries in India. The 
costs of black sheets and galvanized sheets were higher than the 
estimates because the labour costs proved to be greater. For, in 
black and galvanized sheets as in tinplate, the element of manual 
labour and skill is proportionally higher than in other branches of 
steel industry. 

Similarly, the growth of output in the different branches, al- 
though lagging behind the estimates that had been submitted to 
the Board in 1923-^, was appreciable in itself, as will appear from 
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the following table*: — 


Output in tons. 



Output in 
1933-24. 

IDstimated 
output for 
1926-27 as 
given in 
1923-24. 

Actual 

output, 

1925-26 

Coke 

812,171 

778,200 

694,070 

Pig iron 

471,651 

610,200 

673,106 

Steel ingots 

236,038 

370,000 

470.537 

Old blooming mill 

181,540 

88,000 

87,826 

New do. do. 

23,700 

380,000 

320,990 

Old 28" mill ... 

93,121 

60,000 

45,253 

New 28" mill 

... 

176,000 

94,235 

24" and 28" mill 

6,688 

164,000 

150,477 

Old bar mill 

41,206 

18,000 

28,019 

New merchant mill 

... 

43,900 

60.163 

Plate mill ••• 

22,267 

48,000 

20,871 

Sheet mill 

... 

36,000 

28,652 

Total finished steel 

162,282 

422,000 

319,967 


From the table given above, it will be seen, by comparing 
columns 1 and 3, that except in the departments of old blooming 
mill, old 28" mill, old bar mill and plate mill, there was remarkable 
growth of output within two years, 1923-24 to 1925-20. The 
decrease in the old rolling mills is due, as we have already noted, 
to their having become obsolete: their works costs were so much 
higher than in the new mills that they were operated much below 
their full capacity. The fall of outturn in the plate mill is due, 
on the other hand, to the absence of a sufficient market. 

The estimates of output and works costs given in 1923-24 were 
estimates for the maximum outturn when all the different parts 

^ /bid., Tol. 2, p. 68. 
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of the plant would be working at full capacity: But in actiial 
effect, the different parts of the plant could not be operated to 
their full capacity, due to internal as well as external causes. In 
the first place, it so turned out in the course of experience that 
the parts of the plant were ill-adjusted to one another. Thus, for 
example, the capacity of the coke ovens to produce coke was 
below the capacity of the blast furnaces to produce pig iron. On 
the other hand, the capacity of the steel furnaces proved to be 
too inadequate, either ip absorb the whole of the output of the 
blast furnaces or to supply steel ingots to the full capacity of the 
rolling mills. In other words, the capacity for producing x)ig iron 
and rolling different classes of finished steel was proportionally ex- 
cessive, while the capacity for producing coke and steel ingots 
was defective. The result was that either outside coke was bought 
or one blast furnace was kept idle. Moreover, due to the shutting 
down in 1925-26 of the Evans Copper Ovens from which the by-pro- 
ducts could not be recovered, and which therefore showed com- 
paratively higher works costs, the dispaxity between the coking 
capacity and j[>ig iron capacity became wider, so that even with 
oiie blast furnace left out, the firm had to arrange for the purchase 
of outside coke. Secondly, due to certain improvements introduc- 
ed, e.g., change in the proportions of limestone and dolomite as 
fluxes, blowing more wind into the furnaces, the full capacity of 
the five blast furnaces turned out to be much higher than the 
original anticipations. Although the estimate was only 610,200 
tens, experience and improved practice showed that the 
furnaces had a maximum capacity of 800,000 tons. As a 
matter of fact, it was found that the five Mast fuimces 
were^^apable of producing pig iron for as much as 780,000 tons 
of steel ingots and 560,000 tons of finished steel, and still leave a 
surplus of 60,000 tons for reserve and sale in the pig-iron market. 
And, lastly, it was found that many of the rolling mills could 
not be worted to their full capacity because of— partly shortage 
of steel ingots, partly, lack of power, partly insufficient markets; 
and partly, as in the case of the old mills, comparatively 
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higrh costs of production. Thus, for example, in the case of 
the new 28^ rail mill, it was found that its output of rails was 
above the demand of the market for rails, while the old 28^^ mill 
proved entirely obsolete and uneconomical on account of high 
works costs. Accordingly, in 1926 a development programme 
estimated to cost Es. 2*68 crores was prepared in order, firstly, 
to round off the plant, and, secondly, to increase output to the 
technically possible maximum, by fitting up the plant with 
auxiliary equipment here and there. This included the addition of 
a fourth battery of Wilputte Coke Ovens, a third duplex furnace, 
and enlargement of the 4 old open-hearth furnaces from 50-ton 
to 90-ton capacity. It also provided for equipping the new 28" 
mill with a roughing mill and finishing department, so that this 
could l>e turned to both rail-making and structural-making accord- 
ing to market, and thus enable the old 28" mill, become obsolete, 
to be shut down. There were also to be new auxiliary equipment 
for economy of fuel and additional power for the enlarged capacity 
of the plant. This development prograniino was to be completed 
in 6 years ending 1931-32 and was designed to give the following 
output in the different paits of the plant in 1933-34^ : — 



Output in 
192B-26. 

Expected 
output in 
1933-34 

Coke 

Tons. 

694.070 

T <in8. 

900,000 

Pig iron 

678.196 

800.000 

Ferro-manganese 

7.302 

10.000 

Steel ingots 

470.667 

780,000 

Blooms, slabs, billets 

408,816 

663,000 

New 28" mill 

94,235 

260,000 

Old28"niill 

44.731 

• •• 

Plate mill 

30.871 

25,000 

(New) Merchant bar mill 

60.163 

#0,000 

Old bar mills 

38,019 

25,000 

Black sheets 

10.682 

1 66,000 

.Galvanized sheets 

12.681 

' Tin bars ... 

40,380 

60,000 

Steel sleepers 

1,773 

26,000 

Blooms and billets for sale 

619 

• s« 

Total dnished steel 

319,967 

500,000 


6 Jhid,^ vol. 2, |»p. 29 to 34, 641 vol. 3, pp. 26 — 82, 815-316. 
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Now, to returo to the improvements as shown in the reduced 
works costs. As we have already noticed, the growth of output 
in many departments lagged behind the estimates. On the other 
hand, the reductions in works costs were greater than the anti- 
cipations. Hence, in order to find out exactly at what points 
greater economy and efiSciency were attained, it is necessary to 
make a comparative study of the different items of the works costs 
during 1923-24 to 1926-23 : — 


PIG IRON 



1923-24 

1924-26 

1926-26 

Production in tons 

••• 

442,571 

652,691 

573,196 




Us. 

a. 

Rs. 

i 

a. 

Rs. 

a. 

Ores and scrap 

... 


6 

18-28 

! 6 

r44 

6 

2*08 

Coke 

... 

... 

19 

1440 

17 

11*84 

14 

4 00 

Flux 


... 

3 

864 

8 

0*48 

2 

14*88 













29 

4‘82 

26 

13*76 

28 

496 

Labour 

... 

... 1 

2 

8-00 

1 

16-84 

1 

15*04 

Tools and supplies 


i 

1 

2-72 

0 

14‘88 

0 

12*48 

Refractories 

... 

... 

0 

240 

0 

208 

0 

1*60 

Steam 

... 

... 

1 

800 

1 

9-60 

1 

10*88 

Service expenses 

... 

... 

1 

14*40 

1 

10’08 

1 

8*80 

Reliiiing fund ... 

... 

... 

0 

12*00 

0 

10*40 

0 

6*90 




37 

8*84 

33 

12*64 

29 

11*68 

Gas credit 


... 

0 

16*86 

1 

0*96 

1 

4*00 

Net cost per ton 

• •• 

... 

36 

4 48 

82 

1168 

28 

7*68 
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It will be seen tbat the cost per ton was reduced by about 
Be. 8. Reduction under coke accounted for over Bs. 5J. This 
was due to the fall in the price of coke per ton by some Rs. 4J, 
and in consumption of coke per ton of pig iron by some 260 lb. 
About As. 8 wae accounted for by labour, and As. 9 by tools, 
supplies and refractories. A reduction of As. 5J was due to service 
expenses and As. 6 to relining fund, both of which reductions 
were due to increased output. Increased credit for by-product 
gas of the blast furnace, which is available for use in the rolling 
mills, and which accounts for considerable economies derived by 
mixed works in western countries, contributed to a reduction of 
about As. 5 a ton. 

^ If we analyse further, we shall find that the reduction in the 
price of coke accounted for Rs. 5, of ores, scrap and flux As. 5, 
and imported tools and supplies As. 8. All these items of reduc- 
tions were due to the very considerable fall in external and 
internal prices in 1924-25 and 1925-2(), and also the appreciation 
of the rupee-sterling exchange. Secondly, reductions under 
service expenses and relining fund accounted for As. 11 out of 
which a good part must have been due to the increase in the 
tonnage of output. The^se items total up to Re. 6-8. Therefore, 
better practice in the plant and improved efficiency accounted for 
a reduction of only Rs. 1-8 a ton. But, due to rise in wages 
during the period by over 12 p.c., the improved efficiency of 
labour was not completely reflected in the costs. The annual 
tonnage per head rose from 145 to 205. Had the wages remained 
the same, the 1925-26 costs would have declined by a further 
As. 8. Therefore, the net economies attributed to better practice 
and improved efficiency may be put at Rs. 2 a ton, or 5*5 p.c. out 
of a total reduction of 21 p.c. on the costs of 1923-24. 
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DUPLEX PLA.NT INGOTS 



1923-24 

1924-25 

1923>26 


Rs. a. 

Rs. a. 

9 

P 

Net metal cost ... 

41 16-04 

44 4'48 

87 13 92 

Feeding materials 

6 9-60 

4 14 08 

4 3‘86 

Labour 

7 384 

3 1233 

2 1200 

Stores 

3 13 28 

1 1184 

t 272 

Refractories ... 

1 12 32 

1 7 84 

1 6 28 

Ingots, moulds and stores — 

1 800 

1 13 76 

2 000 

Belining fund 

7 8 00 

6 032 

4 8'OC) 

Gas-producers 

9 4-64 

4 944 

2 1396 

Service expenses ... 

8 6 66 

j 

2 2 88 

2 3 20 

Average cost per ton ... 

82 r28 

70 12‘96 

68 1844 


It will be seen that the total reductions amounted to Rs. 23-4. 
Out of this, oTer Rs. 4 was due to net metal cost. This was the 
blown-metal prepared in the Bessemer (Converter, and the works 
costs of blown-metal were reduced by over Rs. 12 per ton on 
account of cheaper pig iron, improved labour, etc. Of the remain- 
ing Rs. 19-4, wl^ch was the economy in the conversion of the 
duplex pilant ingots, about Rs. 4-8 was to be credited to labour, 
Rs. 6-8 to lower cost of gas, Rs. S to relining fund. These 
savings were in a great measure directly attributable to increased 
efficiency of labour, gas plant, and furnace practice. These 
amounted to Rs. 14. On the other hand, lower price of materials 
accounted for a reduction of over Rs. 3 under feeding materials, 
stores, refractories, etc. It is, therefore, clear that out of a net 
reduction of Re. 19-4 a ton, Re. 14 or 74 p.c. #a» due almost 
entirely to increased efficiency in practice. It is also worthy of 
note that although the efficiency of labour in this department 
improved by no less than 190 p.c. by increasing the per head 
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per annum tonnage from 62 to 140, it was neutralised in the labour 
costs to a certain extent, due to rise of wages by some 53 p.c. from 
Es, 105 to Es. 616. 


28" NEW RAIL MILL 



1024-35 

1926-26 




Rs. a. 

Rs. a. 

Net metal oosfe 



98 14*40 

80 0-28 

Labour ... 



4 12-64 

6 1-76 

Stores, tools and supplies 



3 704 

2 266 

Stcara 



0 1*76 

0 2 66 

Gas-producers 




0 8 68 

Rolls ... 



2 400 

2 4 00 

Service cost 

... 

... 

3 12 00 

4 8-48 

Average cost per ton 


... 

113 384 

96 0-37 


At the very outset, it is necessary to point out that thivS mill 
was set up only on 12th May, 1924, so that the cost sheets given 
above represent the results of less than two complete years’ work- 
ing. Hence, the comparative results should be accepted w^ith a. 
good deal of caution. Now, from the table it appears that the 
total works costs were reduced by just over Es. 17. But, mainly 
as a result of lower costs of the ingots, the metal cost arcounted 
for a. saving of over Es. 18. Therefore, the net cost of conversion 
in 1985-26 was higher by Ee. 1 than that of 1924-25. Therefore, 
there was hardly any progress to be noticed in the department. 

These few representative costs sheets are sufficient to show 
in what dir^tions progress has been achieved by the industry in 
India during the first protective period, 1924 — ^27. It has been 
found that a good deal of reductions in costs is attributable to 
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the general fall of prices, both e(xternal as weU as internal, that 
took place in the period. This was specially true of coke, imported 
stores, tools and supplies. Ifevertheless, in several departments, 
and specially in the open hearth and the duplex plant departments 
producing steel ingots 'which hold the key to the success of the 
steel industry as a whole, there has been attained remarkable 
efficiency in the matter of jiroducer gas, labour, and relining ex- 
penses.® And it is these items, among others, that represent the 
technical as well as the human aspects of the problem of industrial 
success. The two principal difi&culties that beset the path of the 
steel industry in India were the intricate and highly technical 
nature of the work involved on the one hand, and lack of trained, 
experienced, and efficient labour on the other. The comparative 
costs analysed above, however, show that both these difficulties 
have been to a great extent solved by the industry in India. 

Another interesting point that is brought out by these costs 
sheets is in respect of the rapidity with which modern industrial 
plants, involving huge capital expenditure, become obsolete, 
out-of-date, and, therefore, uneconomic and useless. Thus, 
we find that the costs of rails per ton in 1925-26 were 

V 

Its. 112-15*84a. in the old mill as against Rs. 96-0-32a. in the new 
mill. This is a difference of about R*s. 16 a ton. The old mill 
has a capacity of over 93,000 tons a year. Should the old rail mill 
be worked to its maximum capacity, it would mean an excess ex- 
penditure of Rs. 14*88 lakhs a year in works costs alone. Similar- 
ly, the costs of bars in 1925-26 were R^s, 125-3*04al in the old bar 
mill as against Bs. 104-9*44a. in the new merchant mill. This is 
a difference of over Rs, 20 per ton. The old mill has a maximum 
capacity of over 40,000 tons. Should it be operated at full capacity, 
it would involve an excess expenditure of over Rs. 8 lakhs in 
works costs alone. These two mills between them would neces- 
sitate an additional expenditure of about Rs, 23 lakhs in works 
costs alone every year, or considerably moie than a crore in 6 

6 Ibid., vol. 2, pages 80 — 109; vol, 8, pp. 8—102. 
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years. And these had been first operated in 1913-14, and they 
became obsolete in the course of only 12 or 13 years, that is, by 
1926-26. This also demonstrates the utter necessity of providing 
for a high rate of depre<;iation in the overhead charges, and the 
wisdom of insisting upon maintaining this depreciation fund intact 
before dividends are distributed among the shareholders. It will 
be recalled that, in 1924, the Tarilf Board provided for deprecia- 
tion at the rate of p.c. on machinery, and p.c. on the whole 
plant. The total amount allowed on depreciation account was 
Hs. 93*75 lakhs. The steel company, however, kept Rs. 61 lakhs 
in 1924-25, lls. 60 lakhs in 1925-26, and Es. 78 lakhs in 1926-27.7 
It is also worth while noting that before the insistence by the 
Tarilf Board on this point in 1924, the steel company had not 
always kept a sufficient amotint for ihe depreciation fund. Thus, 
for example, in 1922-23, which was, however, an extremely poor 
year, the provision for depreciation had amounted to only Rs. 15 
lakhs. The practical importance and the wisdom of maintaining 
a high rate of depreciation in the overhead charges would be appa- 
rent from the fact that some portions of the Greater Extensions 
installed between 1921 and 1925 were financed out of the depre- 
ciation fund. Moreover, as we have seen in cour^se of this enquiry, 
in 1926 the company was able to plan a development programme 
in order to keep the plant up-to-date and at the highest point of 
technical efficiency by shutting down some of the obsolete mills 
and fitting up the plant with some auxiliary equipment, to be 
financed entirely out of the depreciation fund, the capital cost of 
the programme being estimated at no less than Rs. 2*64 cmres. 

In view of this ‘extreme importance of maintaining an adequate 
depreciation fund so that the works might be kept in a high state 
of efficiency and plant and equipment quite abreast of modern 
progress, the Tariff Board wisely suggested that the scheme of 
protection ahould include an obligatory provision for the main- 


fVide Attnual Roports of the Tata Iron and Steel Company, Ltd., 1924-25; 
1925-26, 1926-27. 
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tenance of a sufficient depreciation fund. This obligation is indeed 
necessary as a safeguard against the very probable temptation 
v/hich the shaiehoflders might sometimes feel to clamour for a high 
dividend at the expense of the future interests of the industry. It 
is worthy of note that this suggestion has been voluntarily aocepte<l 
by the Board of Directors of the Tata Iron and Steel Company, 
Ltd., which should serve as a wholesome example to the not a 
few Boards of Directors who are frequently apt to attach more 
importance to their present popularity among the shareholders 
than to the permanent welfare of the industiy or the firm committed 
to their care. 

No assessment of the growth of a new industry, specially in 
the transitional stage of a country from agriculture to manufacture, 
can, however, be complete without getting an idea of the degree 
of success that has been achieved in the training of labour, in the 
replacing of imparted by indigenous staff and in placing Indians in 
positions of trust and command. To use the current phraseology 
of present-day Indian politics, one true test of the measure of self- 
government attained in industiy is the extent of Indianisation in 
the superior ranks of the services in the industrial sphere. For, 
as was very clearly put by the representative of the Tata Iron and 
Steel Company, Ltd., before the Fiscal Commission, it is impos- 
sible to say that the industry in India is established until we have 
natives of the country who are competent to fill up the highest 
positions in the works, as in the case of Japan. ”8 It is for this 
reason that the Assembly Members have insisted again and again 
on the protected industries being statutorily required to give 
reasonable facilities for the training of Indians. 

On account of this demand of the Assembly, a clause was 
inserted in the Act of 1924 to the effect that the firms manu- 
facturing the bounty-fed articles should give reasonable facilities 
for the training of Indian apprentices in the processes of manu« 
facture. ■ 

B Vide Minutes of Evidence, Indian Fiscal Commission, vol. 8, p, 090. 
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It is, therefore, appropriate to discuss at this stage, how 
far it is desirable aud necessary to make statutory and compul- 
sory provision for the training of Indians in the processes of 
manufacturing in industries, specially in protected industries. 
For, it is a well-recognised principle of Economics that where the 
free play of economic forces tends to the realization of the desired 
end, there should be no interference from outside. We should 
do well to bear in mind the dictum of the old masters that in the 
economic sphere of a man’s life, no other force is so steady, sia*e 
and powerful in its operation as the motive of self-interest or 
the forces of free competition. In the industrial and commercial 
world, even more than in the social and political world, there 
is a remorseless struggle for existence and an unfettered opera- 
tion of the law of survival of the fittest. Now, the one sole all- 
powerful weapon in this unceasing heedless fight is productive 
efficiency, which is measured by costs of production. The lower 
the costs of production, the greater the competitive efficiency, 
and, therefore, also the chance of success. Therefore, it may be 
accepted as an axiom of industrial economics that every firm 
will freely explore all possible avenues for the reduction of costs 
of production. It is also evident that where this very vital point 
is concerned, no extra-economic considerations like racial pre- 
judice or national bias or patriotism will be allowed to weigh 
with the entrepreneur. 

Now, it has been again and again publicly stated by the re- 
presentatives of important Indian industries that foreign labour is 
far more expensive than Indian labour, quality for quality. The 
spokesmen of the steel industry stated before the Tariff Board 
in 1923 that when an imported expert is replaced by an equally 
qualified Indian, the latter is usually given two- thirds of the 
salary of the former. But when we take account of the fact that 
these imported experts have to be given free passages to and 
from their homes, salaries while travelling, home allowances and 
princely bonuses, we may safely put it that the replacement of 
foreign experts by qualified Indians would save at least 50 p.c. 
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of the wages bill of the higher staflf.^ Between September, 1924, 
and June, 192G, the steel company reduced their foreign staff 
by 68 from 229 to 161, or by about 30 p.c. Of these 68, 42 were 
replaced by Indians and 26 were net reductions. As a result, 
the amount of salary paid to the imported hands declined by some 
Rs. 3*8 lakhs per annum. This, however, does not give an ade- 
quate idea of the amount of actual saving to the company. A 
note was attached to show actual savings by the replacement 
of foreign staff by Indians in 20 of the more responsible jobs. 
The Indianisation of the staff in these 20 jobs reduced the amount 
ot‘ salary payable from Bs. 15,406 to Rs. 7,870 per month. This 
means a saving of Bs. 7,636 a month or Bs. 91,632 a year. This 
shows a reduction of approximately 50 p.c. in the wages bill. As 
the above list includes some of the most responsible jobs carry- 
ing salaries as high as Bs. 1,250 p.m., we may take this bs 
representative. Now on 1st June, 1926, the salary bill of the 
covenanted hands amounted to Rs. 1-78 lakhs a month. This 
would come to Rs, 21*36 lakhs a year. If all these hands were 
replaced by Indians on approximately 50 p.c. of the Balaries paid 
to the former, as in the above mentioned 20 cases, the total saving 
in the wages bill will be well above Rs. 10 lakhs. The effect 
of this one item of saving on an output of 500,000 tons of steel 
would be to reduce the costs by Bs. 2 a ton. It is a matter of 
common knowledge among business men, what it means for a 
manufacturer to be in a position to decrease the costs by Bs. 2 
per unit. But even this does not give a complete idea of the sav- 
ing that could be effected by the policy of replacing foreign by 
Indian staff. Besides the salary, the covenanted hands are also 
paid a bonus on the output. In 1925-26, out of a total wages 
bill for labour amounting to Bs. 146*7 lakhs the amount paid 
to the covenanted hands in salary and bonus was no less than 
Bs. 34-20 lakhs or 23 per cent of the whole. The amount of ss^ary 


^ Ibid., p. 989; also Minutes of Evidence, Tsriff Board (1924), voh 1, p; 92$; 
yol. 2, pp. 109 — 11, 
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was Rs. 23*73 iaklis and bonus RvS. 10*47 lakhs, if the entire 
stall were to be Indians, there would be a saving of Rs. 11*87 
lakhs in salary (50 per cent reduction) and the whole of the bonus 
of Rfl. 10*47 lakhs, as Indians are given no bonus. The total 
saving would be Ihs. 22*34 lakhs. On an output of 500,000 tons 
of steel this would mean a reduction of works covsts by no less than 
Rs. 4*5 a ton. 10 

It is on account of the free play of this powerful economic 
force that the steel company of their own accord have undergone 
the not inconsiderable expense of running a high grade Metal- 
lurgical Institute at Jamshedpur without any persuasion or com- 
pulsion from anybody. It was started in 1921. Total admissions 
during 1921 — 25 were 114. Of these, 58 are still under training. 
Of the remaining 56, 6 accepted outside employment, and the re- 
maining 50 were employed by the steel company. Of these again, 
25 have resigned or been discharged, and the remaining 25 are 
serving under contract with the Tata^s. Apart from the recruit- 
ment of Indians through the institute, there is also recruitment 
by promotion of ordinary loca;l workers who gradually acquire 
training, skill and experience at the "works. In this way some 
ordinary coolies have been promoted to positions that carry a 
salary of Rs. 250 to Rs. 3(K) a. month. Thus it is clear that due 
to the sheer operation of economic forces, the management is ex- 
pediting the process of replacement as far as they reasonably can.^^ 
If the coinijany have had to employ large numbers of foreign ex- 
perts who are more than twice as costly as equally qualified Indians, 
that also must be due to the utter needs of the situation. For, 
both self-interest as well as the sentiment of patriotism would 
debar them from the employment of imported staff if only they 
could do so without sacrificing the ultimate welfare of the industry. 
When we look at the policy of the tinplate company of India, 
which is virtually contix)lled by that powerful foreign corporation, 
* 

to Vide Minutes of Evidence, Tariff Board, 1926, vol. 2, pp. 21.0-11, 224-25; 
vol. 3, pp. 91 — ^93. 

a Ibid. i vol. 2, pp. 158—63; vol. 3, pp. 91 — ^93. 
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the Burma Oil Company, Ltd,, it would be stiU more clear to ue 
that tlie operation of the motive of self-interest by itself is enough 
it' lead to a rapid replacement of imported staff by indigenous staff. 
Here, extra-economic considerations like race pi^ejudice would have 
led to a retardation of the policy of replacement. Nevertheless, 
within 3 years, 1923 — ^26, although the output rose from 9,000 tons 
to 35,000 tons, the covenanted hands were reduced from 84 to 58, 
or by some 31 per cent. If the increase in output is considered, 
this would mean a reduction of 85 per cent from 326 to 68.^* In 
this connexion it may also be recalled that so highly an industrialis- 
ed country as America was in 1890 had to impoi't large numbers of 
Welshmen for the then newly started tinplate industry of hers. 

It is, therefore, clear that in the matter of appointing 
Indians to positions of trust and command in modem industries, 
the play of self-interest, the most powerful motive force in the 
ocoiiomic activities of man, may be safely trusted to lead to the 
realization of the desired end, and no outside interference is neces- 
sary. Moreover, it must be remembered that legal compulsion 
may create a feeling of resentment in the minds of the captains 
of industry and, therefore, the training given under compulsion 
may often prove to be •of small practical value. Lastly, we must 
also be on our guard lest an over-zealous regard for the satisfaction 
of a patriotic sentiment should tempt us to unduly accelerate the 
process of Indianisation and thereby interfere with a steady and 
solid deveilopment of the industry which alone will ensure perma- 
nence and stability. 

Now, to return to the conditions of ordinary labour. It has 
been admitted on all hands that the policy with regard to labour, 
that has been fallowed at Jamshedpur, is more enlightened from 
more than one point of view than has been the case in other places. 
It is the observation of competent persons that the labour condi- 
tions all round at Jamshedpur are better than ihiose prevaiMng 
in other parts of India. At the very outset it is interesting to 

12 vol. 7, p. 4S. 



THE PROGRESS OF THE STEEL INDUSTRY, 1924— r27 19 


note that the Tata Iron and Steel Company have from the very 
be^nning followed the policy of an eight-hour day, in this anti- 
cipating by many years the steel producers of other countries. 
Secondly, this has been one of the very few large-scale industrial 
organisations, which have accepted the sound economic maxim that 
increase in wages increases efficiency. Its representative, as a 
matter of fact, publicly stated before the Tariff Board in 1926, 
that they definitely wanted to raise the wages of the men, and con- 
sidered it was sound business, for as the standard of comfort rose, 
the standard of efficiency also would rise with it. They have also 
wiseily recognised from the very beginning that the problem of 
shortage of steady, stable, permanent, skilled, trained, and ex- 
perienced labour in Indian industries, which is a paradox of Indian 
economics, can only be solved by creating a congenial and whole- 
some environment, which will succeed in attracting outside lalwiir 
and making it permanent, stable and localised. For this purpose 
they have out of their own funds spent no less than Rs. 135 crores 
in calling into existence out of an obscure Santa! village a most 
up-to-date industrial city, thoroughly equipped with modern hos- 
pitals and dispensaries, sanitary works, lighting, water works, 
etc. Nor has the management of the company been unmindful of 
suitable housing accommodation for its employees. It is common 
knowledge that in many of the large industrial centres of India, 
c.g., Bombay, the housing conditions of the workers indicate 
appalling overcrowding and awfully insanitary surroundings, which 
lead only to degradation and misery. In order to avert this evil 
and make the environment a positively congenial one, the com- 
pany have provided some 10,353 houses, which provide accommo- 
dation for about 34 per cent of the total employees, both monthly- 
paid and weekly-paid. Similarly, adequate arrangements have 
also been made for education and general diffusion of knowledge. 
Going into details, we find that there is a High English School 
for boys, a Middle English School for girls, and 14 primary schools 
run by the company. In addition, there are 6 isolation wards, 
free treatment of maternity cases, and free medicines. There are 
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also a heal til and sanitation department and a veterinary hospital. 
Similarly, there are also ample facilities provided for recreation 
in the way of clubs, dramatic associationr, running trophies and 
championships, cinemas, etc. And, lastly, co-operation, that most 
promising item of modern labour welfare, has also found sutiicient 
recognition in the shape of co-operative societies, which save the 
employees from the clutches of Kabuli money-lenders. " 

It is only by following this enlightened policy that our steel 
city, Jamshedpur, has been able to get a permanent labour supply, 
estimated at some 30,000 workers, who have practically settled 
down on the works, thus providing a nucleus for the future steel 
workers of India. 

From the foregoing, it would appear that, in spite of un- 
favourable and impeding factors like depreciating exchanges, fall 
of foreign prices, and reckless competition during a period of acute 
depression, the steel industry of India has been able to make appre- 
ciable progress, as evidenced by increase of output, improvement 
ill the efficiency of labour, reduction in the number of foreign 
hands, and considerable reduction in works costs. This evidence 
of gain in the strength and stability of the industry has been 
also accompanied by veiy considerable improvement in the con- 
ditions of labour, specially in respect of wages, housing and various 
amenities of modern life. 

But when we turn to the financial aspects of the industry, the 
picture presents a gloomy appearance. During the 3 yeai’s, 
1924 — ^27, the articles produced by the industiy^ were protected by 
fairly high import duties averaging 25 per cent. Besides, between 
October, 1924, and March, 1927, the industry received a direct 
subsidy from the State amounting to Ks. 209 lakhs. In spite of 
this double protection, the company fell in arrears of dividend 
payment-s on 7 ^ per cent cumulative second preference shares 
(valued at Rs. 7 crores) to the extent of well over Rs. 75 lakhs. 
Similarly, during the whole period only IJ per cent dividends 


tZ Jhid., Tol. 2, pp. 262—72 ; vol. 3, pp. 266—73. 



THE PROGRESS OF THE STEEL INDUSTRY, 1924 — 27 21 

could be paid on the ordinary shares and none whatsoever on the 
deferred shares. It was only the 6 per cent first preference shares 
worth Rs. 75 lakhs that could earn full dividends thi’oughout the 
period. That is to say, during the period of protection, only 
7T per cent of the capital could earn full dividend, 91-5 per cent 
a fractional dividend, and 1;4 per cent no dividend whatsoever. 

This, therefore, raises the question, whether the measure of 
protection granted during the period was adequate and effective 
in promoting the growth of the industry or not. Now, the ques- 
tion may be answered from two poinis of view. The first would 
be to find out whether the amount of i)rotection intended under 
the Act of 1924 was actually received by the company. The Tariff 
Board in 1924 had intended that the steel industry should realize 
such an amount of surplus over works costs as would be adequate 
to meet the necessary overhead charges and leave a margin for 
profits on capital. The Board itself again calculated in 1926 the 
difference between the amount intended under the scheme of 1924 
and the amount actually received in the 2 years and 9J months 
of protection. They concluded that the actual realized surjdus w^as 
only short of the intended surplus by Bs. 16 lakhs. And further- 
more, if the bounty of Rs. 90 lakhs as recommended by way of 
supplementary protection for the period October, 1925, to March, 
1927, had not been reduced to Rs. 60 lakhs by the Government of 
India, the amount of surplus would have exceeded by Rs. 14 
lakhs, the sum intended as surplus under the Act of 1924. From 
this point of view, therefore, it must be admitted that the actual 
results realized during this period were equal to the degree of pro- 
tection originally intended under the Act of 1924. And ihis must 
be regarded as perfectly satisfactory, specially in view of the ex- 
tremely uncertain and unstable conditions of prices, exchanges 
and costs during this period. 

A second point of view from which the question may he consi- 
dered would be to find out whether the degree of protection actually 


34 yide Report, 1926, pp. 12 — ^16, 
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realised under the Act of 1924 was effective in promoting^ the grewtli 
of the industry. Here, again, there are two aspects to be consider- 
ed. On the one hand, it is found that the financial position of 
the company during the period of protection was much better 
than it had been in the period immediately preceding the period of 
protection. In 1922-23, after meeting other necessary charges, 
the profits of the company amounted to only Bs. ^2*31 lakhs, out 
of which Bs. 15*27 lakhs only could be set aside for depreciation 
and Es. 4*5 lakhs could be given away as dividends on first pre- 
ference shares. In 1923-24, out of the nett profits, Bs, 30 lakhs 
could be set aside for depreciation, while no dividend could be 
given even on first preference shares. And had there been no as- 
sistance given in 1924 — 27 by means of protective duties and 
bounties, the position would have become much worse still on ac- 
count of the more acute stage of the depression, accentuated by 
depreciating foreign exchanges. But, due to the intervention of 
the State by the policy of protection, in 1924-26, 1925-26 and 
1926-27, the depreciation fund could be credited with the con- 
siderable sums of Bs, 61 lakhs, Es. 60 lakhs and Bs. 78 lakhs 
respectively, while full dividends on first preference shares and 
partial dividends on .second preference and ordinary shares could 
be distributed in tBe period. The sum of direct subsidy granted 
to the industry by way of bounty amounted to Bs. 209 lakhs. If 
tliis had not been given, the company could not have given any 
dividends even on first preference shares, and its allocation for 
depreciation fund would have fallen short of what was actually 
regarded as necessary by Bs, 106 lakhs. It could have set aside 
only Es. 31 lakhs a year for depreciation. The position, there- 
fore, would have been, at least, as critical as in 1922-23 and 
1923-24.^5 But due to the protective measures of the period, the 

is Taking beams, bars and plates as representative of different kljifls of steel 
im{K)rted into India, and taking the mean of the average prices of British and 
Continental steel during 1924 — ^27, the average price of imported steel, duty-free, 
was Bs. 113 a ton. The additional duties under the Act of 1924 averaged 8<»ue 
16 p.c. (over and above the original revenue duties) or, say, Bs. 17 a ton. l>ttrmg 
the period the output of protected steel was by import duty 650,000 tons. The 
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industry emerged out of the acutest stage of the depression more 
strong and stable than it had been in 1922-23 or 1923-24. Had the 
protective measures not been adopted in the most critical stage of 
its history, the industry would, on the admission of the Tata 
Iron and Steel Company, have ceased to exist. Therefore, the 
protective measures under the Act of 1924 must at least be credited 
with having preserved the industry u»ider most critical conditions. 

But the aim of protection is not merely to keep an industry 
in a state of bare existence. Its avow^ed puipose in all protectionist 
countries is and has been to accelerate the healthy development of 
an industry towards ultimate independence. As was stated both 
by the Fiscal Commission as well as by the Tariff Board, its ob- 
ject is to inspire capital with confidence by ensuring adequate re- 
turn in the face of gi^eat initial risks and uncertainties, so that 
competition may be invited and vigour and efficiency stimulated. 
The protective measures of 1924 — ^27 did not in effect ensure this 
adequate return on capital, and it failed to inspire would-be in- 
vestors of capital with sufficient confidence to enter the field of 
this particular industry. Thus the stimulating effect of compe- 
tition in promoting efficiency and reducing costs did not take 
palace under the scheme. It may be said that this was a period of 
abnormal depression in trade and industry, and, therefore, it was 
not an easy task to ensure normal return on capital. As a matter 
of fact, such an explanation was offered by the Tariff' Board in 
1926, when it stated that many firms even in old industrialised 
countries like England and America had either failed to derive 
any return, or secured only an inadequate return on their invested 
capital. Accordingly, therefore, it w^as said, there was a much 
smaller possibility of sufficient return on capital in a country like 
India. But the critics may reply that if this was an abnormal 
period, then the remedy applied also should have been abnoiuuail. 


total additional duties on this would amount to Rs. 93*5 lakhs. If this as well 
as the bounty had not been given, the company could not have made any allocation 
for depreciation fund, and the position would have been, if anything, much worse 
than in 1922-2S and 1928-24. 
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A costly measure like protection, if at all undertaken, must be 
adequately and effectively applied, so that the result may be assured 
and the period shortened. For, as has been rightly observed, in- 
adequate protection is worse than useless. In this view of the facts 
of the case, therefore, one might come to the conclusion that the 
protective measures of 1924 — ^27 achieved only a very limited degree 
of success. 



AGRICULTURAL CONTRASTS IN THE 
BENGAL DELTA 

BY 
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Luckno w U tuversity, 

iWet Cultivation in the Delta. 

The climate of the Lowei* Gauges Valley preseutvS a contrast, 
gradual and not shari), with that of the upi)er and middle por- 
tions. The temperature is warmer than that of the drier regions 
of the Ui)per Ganges Valley in winter, but it is much cooler in 
summer. In the Middle Ganges Valley we already have passed 
the x>rairie region and come to the forested belt, though, of course, 
the human interference lias led to the regression of vegetation to 
dry tyjies. The country is no longer dry and brown, but moist 
and green. The grass lands disappear and trees become more 
and more numerous. In the Lower Ganges Valley vegetation be- 
comes richer and more luxuriant and the abundant rainfall is much 
more favourable for the wet zone ci'op, rice. The fertility of soil 
of the Ganges Delta annually renovated by silt deposit is pro- 
verbial. It has been maintained through centuries by nice adjust- 
ment of cultivation to physical conditions, and both crops and 
methods have hardly undergone any changes. In ancient Bengal 
paddy liras cultivated in the same manner as to-day. A nursery 
was prepared and the seedlings were transplanted, as testified by 
Kalidas, the poet of Ujjain, who could not but be struck with a 
farming practice quite unfamiliar to him. Speaking of Bengal, 
he describes the peasant’s wives, who, while protecting the 
seedlings as they sat under sugarcane groves, sang the glories of 
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their husband protectoi*s. The yearly inundation of the rivers and 
deposit of fertilising^ silt led to an early rise into civilisation of 
the delta region. The situation of Egypt as regards its proximity 
to an early seat of civilisation, viz., Mesopotamia, was undoubtedly 
of greater advantage. Bengal could be reached only after travers- 
ing the whole region of the Ganges Valley; the sea-route in the 
Bay was full of risks. But the climate in Bengal was immeasur- 
ably more advantageous for agriculture. In Egypt the summer 
is very hot and dry, and soil temperatures of 65° — ^70°C. are ex- 
perienced. Thus in summer the land formerly remained fallow. 
When the Nile flood inundated the region, the land was given 
over to the cultivation of winter crops. Bengal has a much more 
abundant rainfall and equable temperature than Egypt. Thus over 
the whole region two harvests a year may be obtained from the 
same field, while independently of double-cropping the yield also 
is very great. In Egypt the triennial rotation is introduced now 
on a large scale by perennial irrigation, and there has been recently 
an enormous expansion of cotton, which is a summer crop, as in the 
United Provinces, and is grown by means of irrigation. 

The following table gives the indices of aridity in different 
districts in Bihar and* Bengal : — 

INDKX OF AUIDITY IN BIHAR AND BENGAL DISTRIOTB 


District. 

Density 

of 

population. 

Moan 

temperature. 

Normal 

raiufall. 

Index of 
aridity. 

Percentage 
of gross 
cultivated 
area 

which is 
irrigated. 

Patna 

763 

2400. 

Ins. 

47 

34-5 

57-6 

Purnea 

405 

23oO. 

61 

46'2 

1-8 

Monghyr .. 

617 

24oO. 

54 

39^7 

18-4 

Bankura 

389 

27oO. 

53 

860 

.60 

Midnapore ... 

528 

2600. 

68 

41'4 

9^2 

Mymensingh 

776 

2800. 

98 

70^ 

41 

Noakhali 

(mainland) 

1,202 

i 

2600. 

120 

86’7 

... 
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As we move further and further towards the lower portion 
of the valley, the climate gradually becomes damper, the differ- 
ence between the mean temperatures in summer and winter agri- 
cultural seasons decreases, and the crops can be grown without 
water brought from wetter regions. The “ Index of Aridity 
indicates that we are in a forest belt, under conditions which are 
most favourable for vegetative ginwili. In Bihar we have three 
growing seasons, while in Bengal the croppings are even four and 
five. Bengal is not only exposed to moist sea winds from the 
Bay of Bengal whicli set in as early as February and penetrate 
further inland, but is also practically beyond the influence of the 
hot dry westerly winds that are so marked in the middle and west- 
erly portions of the Gaiigetic Plain. Such winds which play an 
important part in the vegetation and agriculture of the Gangetic 
Plain are felt only occasionally and intennittently in Bengal. 
In the central and western districts, where such winds are more 
evident, these are far less hot and parching than in the west, due 
io the moistuie taken up from the surface over which these Mow. 
But the highest temperatures of the hottest months, April and 
May, ale recorded from these districts. In Eastern Bengal the 
hot season is somewdiat moister and its temperature rather lower 
than in Western Bengal. The rainfall due to proximity to the 
Bay and the Khasi Hills is much higher than in Bihar or West 
Bengal. In Dacca Division the normal rainfa^ll is 81 inches and 
in Chittagong 97 inches. The sloping surface of the hills causes 
the upward motion of the air current, and the rapid increase of 
rainfall in the eastern and northern districts of Bengal. The 
rainfall thus is unevenly distributed in Bengal. The average rain- 
fall ranges between 50 and 75 inches in the south-west, centre 
and west, and between 75 and 120 inches in most places in the 
south-east, east and north. It is still heavier in and near the 
hills, and near the coast than on the plains farther inland. The 
lowest rainfall in Bengal is that of Bankura and Malda districts, 
Mrhere the rainfall averages 54 inches. 
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Alittviimi, Old and New. 

The whole of the Gangetic Plain is peopled at a high density, 
and certain portions have a very thick population. But the Plain, 
although topographically uniform, is not similar from the point 
of view of climate. It is rainfall rather than soil conditions, 
which for the most part govern agriculture, and condition popula- 
tion-density in the Plain. The whole of the valley is very old 
formation, and it is not before we reach the active delta that the 
soil factor influences density, Throug’hout the Plain the allu- 
vhim consists for the most part of a sandy micaceous and calca- 
reous clay. The main differences between one soil and another 
lie more in the average size of the particles than in their chemical 
composition, even the soils conventionally known as clays and 
heavy loams containing a large preponderance of silica in a state 
of minute subdivision. Such differences are attributed to the 
sifting action of the water from wdiich they are deposited, the 
deposits varying largely with the velocity of the river-current. 
From the agriculturist’s point of view the great bulk of the allu- 
vium contains adequate quantities of lime, potash and phosphoric 
acid. The amount of nitrogen is small but in the agricultural 
seasons the process of nutrification is much more rapid than in 
colder climates, so that the small supply is more often renewed. 
In tlie Middle and Western Plain the otlder alluvium is distinguish- 
ed by the presence of nodular segi’^egations of carbonate of lime 
(kanJcar) and concretions of hydrated peroxide of iron (baribunt). 
Soils in the Lower Plain arc distinctly lighter in colour and 
denser than those in the Western Plain. Commonly substrata 
are found in well-defined layers of sand, clay and loam; but occa- 
sionally the soil may extend unaltered in colour and consistence 
to a considerable depth. The soils vary from drift sand to clays. 
In the delta the* proportion of sand-silt and clay varies more con- 
siderably with the rivers which deposit them and with the point 
of deposition. In Bengal the new alluvium which may be re^ 
garded as the area of deposition can be clearly distinguished for 
the most part from the old allnvinm which is the area of denxtda- 
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tion. In the latter the peculiar physical condition of the soil, 
accentuated generally by a deficiency of organic matter, renders 
it in many cases almost impossible in Bengal to obtain a really 
fine surface tilth for sowing operations. Accordingly these old 
alluvial soils are not cropped to any extent during^ the rabi season, 
when very little rain falls. Chemically these soils are characterised 
generally by a great deficiency of lime and phosphoric, acid ; the 
amount of organic matter and nitrogen present is also low. 
Blacteriological conditions do not therefore favour the growth of 
more than a limited number of crops. Of these, the most 
important are a man paddy and jute, the physiology of whose 
nutrition is different from that of most field crops. In the active 
delta, the soils of the new alluvium differ in their physical condi- 
tion from those belonging to the old alluvium. The new alluvium 
may itself be distinguished into the newer and older deposits. 
The older deposits usually consist of a rich loam-soil of great 
agricultural value. The newer deposits vary much in character 
according to the river which yields the silt. The Meghna, for 
instance, brings a large proportion of decayed vegetable matter 
from the swamps of Sylhet, and is relatively straight and slow. 
Thus sand-banks form slowly and graduailly, but on formation 
they are so heavily laden with organic matter and nitrogen that 
they are able to bear a crop of boro-paddy before they even emerge 
above the surface of the water. On the other hand, the Padma 
yields very often a fine sandy-loam which overlies a subsoil of 
almost pure sand. These soils are often deficient in organic matter 
and nitrogen. Thus it is not until the Padma sand-bank has 
emerged considerably above the. levs'! of water, that-the alluvium 
acquires sufficient consistency to bear a crop. In the newer 
alluvial foraiations, besides these variations in the different 
rivers, the fertility increases according to the down-stream of the 
new formation. This is chiefly because the rivers first deposit 
the lighter particles of sand, and the heavy clay held in solution 
is left behind; the clayey matter which naturally fonns a more 
fertile deposit is deposited further down the river* 
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It is thus, that the three rivers Ganges, Brahmaputra and 
the Meghna along with their tributaries are building up different 
soils in different paints of Bengal, which are responsible to some 
extent for a variety of crops and farm-practices. Throughout 
the active delta, owing to the superior physical condition and 
greater amenability to cultivation, the soils are regularly oultivated 
and cropped during the rahi season. Here again, the newer 
alluvium of ihe Meghna, which is the youngest of the great 
rivers, being richer in organic matter and nitrogen, is peculiarly 
adapted to a heavy croi)ping of wet varieties of rice. It is probable 
that when the land formation of Noakhali and Tippera is 
completed within the next fifty years, the«e districts will be 
found to maintain a higher population in density than the 
districts fashioned by the two other rivers. An agricultural 
differentiation due to the Meghna estuary is already noticeable 
trj some extent in Bakarganj, but this will take decades to manifest 
itself in sharp contrast. The difference, however, between the 
new alluvium in active delta and old alluvium in Central and 
Western Bengal, as representing contrasted tyi^es of soil, is quite 
apparent in the cropping as shown bellow^: — 


Old Alluvium 

Paddy (larger proportion of aut than 
aman). 

Jute (to a small extent). 

Sugarcane (largely). 

Maize, jowar and other millets. 

Pulses and oilseeds. 

Wheat and barley (to a small extent). 


New Alluvium 

Paddy and Jute (larger proportion of 
aman). 

Sugarcane and pulses. 

Oilseeds, e.g., linseed, mustard, nigar 
seed and til. 

Cereals, e.g.^ wheat, barley and oats. 
Tobacco. 


CroiM and Irri^tion Praotioes in Diffarent Parts of the River 
Basin. 

For Northern India the classification of crops into “ Wet ” 
and “ dry ” crops is nniversally adopted. The distinction goes 

t Bengal Administration Report, 1921-22, p. 5. 
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ill to the roots of agriculture. Wet crops include such as rice, 
jute and sugarcane, such aquatic plants adapted by a long process 
of controil and selection for human use. We have seen that as 
we travel down the Ganges Valley towards the delta, the wet zone 
crops prevail more and more and the dry crops — wheat, barley, 
millet, maize and gram — become less and less impoi*tant. In Bengal 
rice occupies practically 75 per cent of the whole cultivated area 
and jute and sugarcane another 20 per cent. Now the wet crops 
not only need a more abundant water-supply than dry crops, but 
tliey also require to be grown much nearer the water-table than 
the latter do. Most of the dry crops have long lap roots which 
penetrate deeply into the soil for food; while the wet crops have 
a surface root sj'^stein, and thus can grow most successfully where 
the water-supply is abundant and the sub-soil water-level very 
ne^vr the surface. The cultivation of rice is thus very unlike 
growing wheat or any other cereal in the Upper Ganges Valley. 
In the case of the latter, the land is ploughed, the seed is sown 
broad-cast and then the agriculturist concentrates all his energy 
as well as his bullcH^k power towards artificial indgation so that 
he can get a bumper harvest. But rice is not grown in this fashion, 
e-xcept in a few uplands and in places where labour is scarce. 
To obtain full value from the croj>, it is necessary to transplant 
the seedlings shortly after they have sprouted. Ploughing starts 
soon after the early rain has moistened the soil sufficiently. Next 
a few selected fields are sown heavily. While the seed is sprout- 
ing, other fields which are to contain the crops are prepared to 
hold water to a depth of a few inches, mud forming the base of 
the necessary embankments. When there has been sufficient rain 
to flood these fields, the labour of transplantation begins. Armfuls 
of paddy are torn up fi-om the fields where it was formerly sown, 
and taken to the flootled fields. There a hole for each individual 
pliant is punched, round which the eaidh is pressed so that the 
transplanted plant can have a new lease of life. Every single 
stalk of the waning fields of rice is separately transplanted. This 
is how rice comes into being in the Bengal Delta. It is the 
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reeult of the labour of bare backs bent to a task which starts at 
dawn and continues till dark, day after day, in mud and water 
till the monsoon ends. Thus the monsoon is called the hadan-tar 
01 back-breaker in the peasants’ vocabulary.® In Northern India 
the monsoon relieves or ends the cultivator’s toil ; in Sendai it 
commences a period of toil so intense that there is a general sigh 
of relief among the agricultural labourers when the last great 
thunderstorms announce that bright, sunny days are coming again. 

Rice must be grown in mud and water, and unless it is 
transplanted, the grain will be coarse. The roots of rice must 
continually be fed by the ingress and egress of silt-laden water. 
The investigations of Harrison and of his stalf at Coimbatore in 
Madras on the gases of swamp rice soils have drawn particular 
attention to the importance of the oxygen supply to the roots of 
the rice crop by means of a slow movement of aerated water 
through the upper layers of mud in which this crop grows. The 
roots of rice must have a constant supply of oxygen. Since they 
are immersed in mud and water, the only way this substance can 
be provided is in solution in water which must move slowly through 
the soil. The natural flood of flush irrigation slowly changes the 
water and renews the supply of dissoilved oxygen for the roots of 
rice. Similarly, jute exhausts and impoverishes the soil to a 
much greater extent than most crops; and, excepting in the case 
of chars flooded annually and very low lands, which derive similar 
benefits by drainage, it is in very few instances only that it is 
grown in the same land for more than three years coiisecutive*ly. 

In the Middle and Upper Ganges Valley where dry crops are 
most important, irrigation for the rabz is most important, effective 
and economical. The /chart/ crop which includes rice, cotton and 
sugarcane in a year of deficient or untimely rainfall cannot be 
saved in its full value by artificial water-supply. Perennial 
irrigation has been provided for the Upper Ganges Valley by a 
net-work of canals, commanding more than, two million acres, 

2 The Statesman, October 6, 1927, 
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supp*lying water throiighout the year, but chiefly for the rahi 
crops in the dry season. In the Middle Ganges Valley, it is 
mostly by well-irrigation that the cultivation of rahi crops is 
carried on. The distinctive sub-regions in the Ganges Valley 
present characteristic types of irrigation. The world’s largest 
system of canal irrigation exists in the Upper Ganges Valley, 
and the most magnificent system of well-irrigation in the Middle 
Valley; in the delta we also have the world’s most marvellous 
natural flood irrigation covering a vast alluvial plain, the most 
thickly populated area on the surface of the eaith. In the Bengal 
Delta, the annual flood or flush irrigation during the rainy season, 
when the whole country appears to be almost submerged, is the 
main-stay of rice culture. During the rains a branch delta-channel 
from the main river acts as a channel of irrigation. When the 
river is in fl<K)d, water from the river passes into these khals on 
streamlets which wind through rice-fields in the inteiior of the 
country. After the rains, the current is reversed and we find 
water from the interior of the country pouring through the 
dilferent tributaries and streams into the main river. The khals, 
indeed, then act as the discharge channels through which the 
immense volume of water contained by the spill basins during the 
flood season eventualiy passes into the river, after having deposited 
ii-s silt and fertilised the land. As this huge volume of spill- 
water escapes, tremendous scouring is produced in every khal or 
discharge cb innel through which it passes, flushing them out in 
a veiy effective manner. When the flood is very low, on the other 
hand, the khals become partly silted up as a result of it. 

Under natural conditions, a deltaic river system, says an 
unpublished report, performs a double function. During low water 
the hils, khals and the central channel serve the purposes of 
drainage, carrying o-ff water from the depressed land surfaces of 
the lateral river basins; but in the flood season the water-courses 
cease to be drains, and entirely reverse their action, taking on at 
this time the character of iri’igation channels. It is to this system 
of natural irrigation that active deltas owe their fertility. But 

6 
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this fact has attracted (little attention in Bengal, so that the 
importance of maintaining free river spill from the point of view 
of agriculture has been almost entirely ovei^looked. Moreover, 
the other important function of the river spill in the delta to 
provide for the natural scouring out of water-channels has almost 
escaped notice, with the result that irretrievable damage has been 
done to the rivers in many parts of the delta owing to the restric- 
tion of free river spill as a direct consequence of the construction 
of thousands of miles of embankments. These embankments have 
been designed either for the controlling of the rivers or for the 
purposes of railways and roads, but whatever their object, their 
effect has been the same, namely, in the first place, preventing the 
flood-irrigation which formerly enriched the land and kept it free 
from malaria, and in the second place, disorganising the natural 
system of flushing or scour, which is essential to delta channels 
if they are to remain open. As a direct result of these embank- 
ments, the soil of many districts has become impoverished, hai^vests 
have diminished and malaria has increased; moreover, silt and 
sand have accumulated in the beds of many of the rivers to such 
an extent that they have ceased to be active streams.^ 


Delta Mtf Rural Douaity. 

Thus the agriculture of the delta is far different from that of 
the middle and western portions of the Ganges Valley. Crops, 
farming practices and irrigation here, all are dominated by the 
wet climate, moist soil and annual flush alternating with flood, 
associated with the delta-building functions of the larger rivers. 
The population-density, w^hich always and everywhere correeponds 
tt> the proportion of twice-cropped to net-cropped ai’ea, is condi- 
tioned mainly by the state of the local river system which provides 
natural irrigation, to which the active delta owes both its bea'Ub 
and productiveness. 


3 Malaria and Agriculture in Bengal by C. A. Bentley. 
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Percentage 
of area 
cultivated < 
to total 1 
land area. 

Percentage 
of area 
cultivated to 
total culture 
able area. 

Percentage 
of twice- 
cropped 
area to net- 
cropped 
area. 

Mean density per 
square mile. 

Deltaic Diairicla, 





TIppera 

80 

97 

138* 

... 

1,027 

Dacca 

77 

92 

85 

1,851 

Bakarganj ... ... | 

70 

85 

ilB* 

15 

1,061 

Faridpiir 

80 

92 

183* j 


1,198 

Haishahi 

76 

as 

118* 

... 

... 

Noakhali 

77 

93 

160* 

... 

1,5S3 

Non^deltaio Districted 





1 

Midnapore 

66 

74 

u 

528 

Birbhum ••• 

72 

80 

2 

528 


The figures marked with an asterisk represent the total of the 
precentagea of cultivated area found to bear summer, winter, 
spring and miscellaneous crops/ 


4 used this t^ble derived frotU the District Settlement Reports. 




PercentaKe of cultivated area (excluding 
Rainfall in inches. orchards and gardens) found 
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It should be pointed out in this connection that the eaiiy 
rainfall in Bengal is due to hot-weather storms, or ‘ nor- westers ’ 
as they are locally called. Such storms are due to the interaction 
between the damp sea winds and the dry winds from the interior 
in Bengal and Assam, supplemented by the action of the hills in 
giving rise to vigorous forced ascent. Eastern Bengal and Assam 
enjoy the largest amount of such rainfall due to ' nor- westers,' 
though it must be remembered that these sometimes develop into 
tornadoes, which cause great destruction of life and property. 
The following table gives the distribution of early rainfall month 
by month in Bengal and Assam : 



Normal rainfall in inches. 


March. 

April. 

May, 

East Bengal 

2-31 

424 

10-46 

North Bengal 

f26 

3-97 

1065 

1 

Assam- Surma 

7*75 

13-42 

18 00 

Assam Valley 

1 

3*56 

809 

1203 

I 

! 

1 

1 

! 


Rainfall and Rioa Varieties. 

Among the crops it is the two most imi>ortant varieties of rice, 
nameily, the summer rice {aus) and winter rice (aman), which are 
the best index of agricultural prosperity and density. It is for 
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this reason that the rainfall in the months from March to May 
and af^ain for September and October rather than the total annual 
rainfall, which determines the fortunes of agriculture* Nour in 
districts which enjoy an abundant rainfall, both early and late, 
can grow both summer as well as winter cmps* Thus there is to 
be found a correspondence hetiveen Eorly and Late Rainfall and 
Rural Density, 

Aus paddy grows on relatively high land and requires the 
least supply of water among the Bengal varieties of rice. 
Generally speaking, it yields, however, the least outturn and 
coarsest grain. AmnUj on the other hand, yields the finest grain, 
but requires abundant water-supply. The percentage of area 
devoted to aus is much greater in West Bengal than in East 
Bengal. On the other hand, the agricultural security, and 
generally the rural density, in Bengal, increases with an increase 
in the percentage of aman. The aman crop grows on low-lying 
lands, generally clayey, and is par ea^cellence the crop of the 
submerged delta. Thus the densely populated districts of Eastern 
Bengal devote 60 — 90 per cent of their net cropped area to this 
aman crop. 

The aus, as we have seen, grows on high lands with a sandy 
soil, which are above inundation level and requires mUeh less Water 
than most of the varieties of paddy. At the same time it is more 
dependent on the season and requires more attention in its cultiva- 
tion. The usual time for sowing aus paddy is the latter half of 
May. Its dominance in Western Bengal districts is due to the 
moribund nature of its rivers and the absence of fioods due to the 
building of embankments. In Eastern Bengal the inundation of 
the two river systems, which makes the country one vast sheet of 
water, restricts aus cultivation and is resiwnsible for the predomin- 
ance of the aman. The relative insignificance of au$ in the 
Eastefn Bengal districts is further emphasised by its supersession 
in the high lands by a money-crop — ^jute, which cannot be grown as 
successfully in the West Bengal districts for lack of sufficient 
rainfall, 
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COMPARATIVE TABLE OP MONTHLY RAINFALL OF THE EASTERN 
AND WESTERN BENGAL DISTRICTS 



Midna** 

pore 

1628) 

Nadia 

(635) 

•It'ssora 

1693) 

liiikar- 

ganj 

(762) 

F'liridpur 

(949) 

Dacca 

(1,148) 


Ins, 

llIB 

InB. 

Ins. 

Ins. 

Ins. 

March 

1*64 

182 

211 

2 22 

233 

2*63 

April 

1-87 

2'55 

3‘66 

4 78 

4 72 

6*36 

May 

60» 

3-8T 

808 

920 

9-04 

9 75 

June 

10*04 

1 0 06 

12 C7 

1633 

1336 

13-66 

July 

11*89 

1932 

12 20 

i 1660 

11-40 

12*84 

Atigusfc 

11-91 

1667 

16-94 

j 13 62 

14-08 

13*14 

Sefitieiub&r 

8-62 

8*03 

8-66 

! 1I'I5 

! 

929 

9*76 

Oolaher 

3-87 

4*38 

4-89 

6 26 

4 74 

4*6 

Beai of ibe year ... 

... 

... 

... 


... 


Total for the year 

58 

66-4 

66*03 

82-31 

.7172 

74 


COMPARATIVE TABLE SHOWING PERCENTAGES OP NET 
CULTIVATED ABBA UNDER RICE 


Aman Rice 

... 

77 13 

14 1 

64 i 

64-7 

72 1 

56*1 

Aua Kico 

... 

1331 

66 ; 

.. ! 

8-8 

22-1 

16*1 

Boro Rice 

... 

*87 

•07 

2 i 

! 

■3 1 

1 


9 

Total 

••• 

91 3 

r 

8007 j 

j'* 

88 { 

938 

r ■■ ■ ■ 

953 

73*1 


Tt« FuMtomiiiaiiQe of Amon in the Lower Dotta. 

The dominance of the aman in Eastern Bengal implies less 
dependence upon local rainfall and more upon the rise of the 
rivers. The amount of the local rainfall during the early grow- 
ing season (March to May), however, directly influences the au» 
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crop areas both in East and in West Bengal. This is shown by 
the following table: 



Early monsoon 
rainfall 

(March to May). 

Percentage of 
au8 to net 
cropped area. 

Order according 
to the per- 
centage of au8. 

Noakhali (mainland) 

1906 

45 

2^ 

Mymensingh 

... 

1796 

64 

1 

Tippera 

... 

17-84 

44 

3 

Dacca 

... 

17-5 

27 

6 

Faridpur 

... 

14‘66 

36 

4 

Jessore 


140 

80-52 

5 

Bakarganj 

... 

13*45 

12 

7 


On the other hand the amount of the early rainfall does not 
bear such close relation to the percentage of anvan area. Drought 
does not affect the crop of the lower delta to the same extent as in 
Central or Western Bengal. The soil in many tracts retains a 
considerable quantity of moisture long after the rains have ceased. 
An early rainfall, how.ever, is needed for both the artum and aus 
paddy as well as for the jute crop in order that- the land might 
be prepared and the crop can grow pi*operly at the first stage. 
When once the ainun has got a start, and the land in which it 
grows is inundated, the crop becomes almost independent of the 
local rainfall. The i!;oro-paddy is grown by the sides of jhils and 
on the edges of tidal rivers and creeks, and is either artificially 
iirigated, or is watered eveiy time the tidal cuirent comes. The 
state of things most injurious to crops in the delta would be a 
want of rain in the early months of March and April (Chaitra- 
Baisakh) followed by an early rise of the rivers, for then the sow- 
ing of aus and aman paddy as well as jute would be delayed and 
the late axis crop destroyed by the inundation water.® Thus floods 

6 A. 0, Sen : Beport of the System of Agriculture and Agricultural Statiatics 
of the Dacca District. 




AGRICULTURAL CONTRASTS IN THE BENGAL DELTA 41 


are at once the support and the ruin of paddy. In a lar^e part 
of the delta it is even somewhat difficult to classify paddy in the 
marshes as belonging? to any agricultural season. Much of the 
amath rice might be classed as avs and some of the aus as 6oro, 
as the dates for sowing and reaping are dependent upon the level 
of the water which is convenient at very different periods of the 
year at different points in the fringe. The agricultural seasons 
also are far less differentiated in Eastern Bengal than in the 
west, as agriculture depends more upon the duration as well as 
the height of the flood than upon local rainfall. 

Some inverse correspondence is discernible between a small 
early rainfall (March to May) and the area under amxin : 



Early monsoon 
rainfall ( March 
to May). 

Percentage of 
aman to net 
cropped area. 

Order according 
to percentage 
of aman. 

Bakarganj.«« 

13-46 

96 

1 

Faridpur 

14 «6 

72 

3 

Tippera 

17 84 

74 

2 

Myniensingb 

17 OR 

53 

4 


Generally speaking, however, the above correspondence can- 
not generally hold good in the case of the deltaic tract where the 
rain is never deflcient or uncertain and the flood is always avail- 
able to ensure the success of aman cultivation. 

It is significant that the early monsoon rain or even the total 
amount of rainfall bears no relation to the double-cropped area 
in the deltaic tract. Both the percentage of aman to the net cul- 
tivated area as well as the proportion of the cultivated area which 

6 
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betars two or even more crops increases as we proceed along the 
two river systems heart and heart the delta. This is shown by the 
following table : 



Early rain. 

Total rainfall 

Percentage of 
gross culti- 
Tated area 
which is irri- 
gated. 

Double crop- 
ped area. 

Percentage 
of aman. 

Density. 



Moribund Delia. 




MurtihicJahad 

7‘98 

64*99 1 

14*6 

16*2 

... 

696 

Nadia 

Jl-37 

65*11 

*1 

24*06 

... 

535 

Hooghly 

9-8R 

67-42 

26*2 

2*6 

... 

909 

Pabna 

U*93 

69-43 

... 

14-0 

120 

828 

Bogra 

1201 

66*29 

... 

H2‘7 

... 

760 

RajBhahi 

835 

66 80 

•9 

1B*2B 

29 

509 



Upper Portion of the Delta. 



Dacca 

17*5 

74*72 

... 

20*1 

41 

1,148 

IdymeiiBingh 

17-96 

88*11 

41 

2G’2 

63 

776 

Farid pur 

14-66 

72-79 

... 

14*8 

72 

949 

Tippera 

1784 

8192 i 


402 

74 

1,072 


Lower Portion of the Delta, 



Noakbali 

19-06 

113-80 

... 

31-9 

90 

972 

Bakargauj 

13-45 

89*29 

... 

14*7 

96 

762 

Khulna 

12-28 

71-83 

1 

... 

11-6 

1 

307 

1 


Signifioance of Stiimiier and Winter Rice. 

Nothing can show better than the above table the importance 
of flood-water in the agricultural economy of the Rengol Delta. 
We see from the above figures that the nearer we go towards the 
Bay where the rivers are most active in building the delta, the 
greater the percentage of aman. The disparity of the percentages 
of double^cropped area between the districts in the Dacca Division 
is due to the fact that as yet no pressure of population has been 
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felt in the lower deltaic tract, which is as yet less developed; a 
district like Dacca or Mymensingh has reached high percentages 
of double-cropped area because of high population density, but 
these figures the districts in the lower reaches will sooner or later 
outreach as the population presses upon resources. Boro (spiing 
rice) is a hardy crop which is cultivated along the edges of jhilsy 
I hah or streamlets and in soft marshy lands. Now, boro gives 
usually a heavy outturn, and is most commonly grown along the 
banks and in the chm\s of the active rivers, as well as in the 
swamps of Eastern Bengal which occupy a large portion of the 
total area. The dominance of amari and boro explains the fact 
that at x>resent the outturn of rice in the fertile swamps of the 
active delta is half as much again as in the other i)ails of Bengal. 

( In the other hand, in the moribund delta, the aus x)addy which can 
grow on less amount of water-.sux)ply tends to rex)lace nman. It 
has been estimated that between 1906 and 1920 the normal area 
under aus has increased by 10 per cent in Jessore and by 50 per 
cent in Nadia district. Nothing can show better the effect of the 
change from active to moribund deltaic conditions. It is also 
significant that in the less recent alluvial tracts of Dacca and 
Earidi)ui, which do not enjoy the advantages of an annual in- 
gress and egress of flood water as the more recent ones do, aus 
is iinne prevalent, and when aman is grown, it is ordinarily much 
poorer and only becomes good when inundations come and are 
widesj^read. 

Jute can be growm in almost any tyx)e of soil which has the 
necessary dejith as well as sufficient w^ater to keej) the soil moist. 
A sw^anijiy soil and an excessively dam^j atmosphere are not neces- 
sary for its successful gi’owth. In fact the finest jnte in Dacca is 
grown on land which never goes under water. Jute grown on a 
higher level produces a superior fibre to that cultivated in low- 
lying areas. Thus, jute thrives well in most parts of Bengal, 
but best of all in the rich alluvial areas in Eastern Bengal, for 
it is an exhausting crop on soil not benefited by inundation silt. 
On high lands, which are never submerged, it is necessary to 
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manure for each crop of jute. The distribution of jute is as 
follows : 


Eastern Beng^al 
Northern Bengal 
Central Bengal 
Western Bengal 


64 per cent. 


26 

8 

2 




Some of the world’s highest records of rural density have been 
reached in Eastern Bengal as a result of the dominance of arnan 
and jute along the tracts bordering the mighty rivers. The per- 
centages of both these crops are much lower in Central and West- 
ern Bengal where the delta hits ceased to be active. 



VILLAGE DEBT SETTLEMENT 


A NEW ACCOUNT OF ISLPHINSTONE’S POLK’V IN THE TERRITOBIES 
CONQUERED FROM THE PEBHWA IN 1817 

Covijyiled from Unpuhli.died Documenfs in the Poona 
Reside nep Records 

BY 

H. George Franks 

Ab an administrator it is generally conceded that Mouutstuart 
Elphinstone was one of the most capable and successful British 
officials with whom lay the destiny of India after its final conquest. 
His minute on the condition of the territories conquered from the 
Peshwas is admittedly a classic as far as historical material is 
concerned, although through all the years there has up to now been 
no attempt either to discover or to give further attention to the 
detailed information on which he based that minute. Nor has a 
serious attempt been made by any modern historian to trace out 
the way in which Elph instone’s iK)lie 5 " avS first Commissioner of 
the Deccan was administratively based on the results of his 
detailed investigations, by means of a questionnaire consisting of 
209 queries, into the judicial and civil administration as it existed 
throughout the Peshwa’s territories. Yet Elphinstone was any- 
thing but an iconoclast. The recently-discovered letters outlining 
both the primary and secondary phases of his administration — ^the 
settling of which was placed almost entirely in his hands — reveal 
a remarkable desire and determination to follow as closely as 
possible the systems and methods in use at the time of the conquest, 
and to cultivate a similar desire amongst liis colleagues. His 
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circular letters to the first five Colle^^tors lie appointed literally 
breathe sympathy for and friendliness to the people who were to 
have a new Government forced upon them; and there was not 
one detail of their needs or problems which Mounts tuart Elphin- 
stone oveidooked. This theme is in itself one which will repay 
the closest study, and it can safely be said that Elphins^tone’s 
system of “ Reforms ” whicli superseded a Swaraj which had 
degenerated into anything but a happy and efficient form of 
Government will provide the modern student of Politics, parti- 
cularly in Western India, with a vast amount of useful material 
tn ihink of. This is not the place to elaborate this theme, but the 
foregoing remarks will serve perhaps as a background to the 
following siimmaiy, compiled from original letters and reports of 
Elphinstone’s successor as Commissioner, of the way in which they 
tackled one of the greatest economic problems which confronted 
them. In his classic minute on the conquered territories, 
Elphiiislone alluded very strongly to the subject of the village 
debts contracted during Ihe Peshwa’s administration, and when 
the general adminisiration under the new Goveinment had settled 
down, Elphinstone and Chaplin (his successor as Commissioner) 
(hew lip a very compjchensive scheme by which the Collectors in 
charge of all tlie five districts into which the Peshwa’s country 
had lieen divided (Poona, Ahmednagar, Satara, Khandesh, and 
Dharwar) could adopt a uniform system of dealing with the 
I>rol>lein. The scheme itself was officially outlined on March 21, 
1820, and will serve, with a general picture of the existent village 
conditions, as a valuable study in debt conversion and rural 
economics. 

Probably because of its intricacy and delicacy, this very 
important question whicdi is so intimately connected with the 
future dispensation of justice and with the prosperity of the 
moneyed interest as well as of the cultivating classes,” was the last 
great problem to be discussed and decided. ** Almost every village 
throughout the Mahratta country,” the official reports stated, 
is involved in debts, which have arisen either out of the 
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improvidence and extravagance of the village managers, or (what 
is more commonly the case) out of the exactions of the officei's of 
the late Government. These debts are contracted with 
Sahookars (shroffs), or others comi^osing the moneyed interest, 
and they were usually paid by extra assessments upon the 
villages, which were imposed under the vaiious denominations 
of Khureh Putte© or Noogsan Ihittee, or under the more general 
and indefinite head of Sadirwarid or contingent charges.’^ Even 
in the light of the detailed investigations undertaken by local 
officers at that time, it was found impossible to give even a rough 
estimate of the total of the village debts, but as they were 
admittedly extremely general and from the abuses of the 
farming system had been going on accumulating under a ruinous 
system of usurious interest for a long series of years,” the official 
calculation was that if the total could be definitely ascertained, 
“ it wotild probably he found to exceed the means of the country 
to discharge it.” 

When the Government of the country was changed, the 
practice of making extra levies upon villages beyond the amount 
of the fixed assessment was stopped, which meant that the fund 
by which the public debts had previously from time to time been 
partially discharged became exhausted and closed, “ and the 
village creditors found that they no longer possessed the means of 
compelling the performance of engagements which, to a certain 
extent at least, were considered valid by the old Government.” 
The question of debt-settlement, therefore, quickly became one 
of the greatest worries of the Collectors’ work, and for a time 
there was considerable embarrassment amongst them how to 
avoid the denial of justice on the one hand if the claims of the 
creditors were without a hearing indiscriminatclv rejected ; and 
the ruin of the ryots and the certain immediate defalcation of 
revenue on the other hand if they were admitted.” The immediate 
result of such a delicate dilemma that all suits of that nature 
were suspended until the Commissioner devised a remedy which 
would not only satisfy the majority of those concerned hut w^hich 



48 


H, GEORGE FRANKS 


would restore some stability to credit which had been severely 
shahen by the refusal to decree upon such financial matters. 

GREAT CAUTION NEEDED. 

It was obvious then, and must be equally obvious now that 
such a question which involved a number of combinations could 
not be reduced to a single general rule. “ The utmost 'caution, 
too, is requisite,'’ said the Commissioner, ‘‘ lest in our desire to 
afford redress to one class of our subjects, we do not materially 
trespass upon the rights of another, and at the same time 
sacrifice the just interests of Government by any injudicious re- 
gulation which, by ordaining the validity in general of claims of 
this description, might virtually be equivalent to discharging 
them from the public exche<iuer. Many of these debts are un- 
questionably founded on collusive agreements by which bankers 
have become established public creditors, although no part of the 
loan ever reached the public treasury. Many are founded on 
forced contributions, and in a plurality of cases have their origin 
in arbitrary impositions levied from the ryots beyond his ability 
to pay. In all, they may be considered anticipations of the future 
years' rents, the only fund from which the ryots can ever discharge 
them. It must be admitted, however, that a large proportion of 
them are hona^fidf*' engagements, and as the late Government con- 
sidered them binding, the obvious primdples of justice prescribe 
that the British Government should consider its faith equally 
pledged to ensure as far as possible their fulfilments. Indeed, it 
may be questioned, whether the deliberate abrogation of such con- 
tracts would be attended with any eventual benefit to the culti- 
vating classes, for though it might afford them temporary relief, 
yet it would probably^ by destroying their confidence, have the 
baneful effect of obstructing the future channels of credit and by 
that means occasion a stagnation both of commerce and agri- 
culture." 

An apparently easy solution would, of course, have been for 
the Government to have accepted the responsibility of the village 
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debts as part of their heritafr^ from the Peshwas, to have dis- 
charged the debts from public funds, and thus have g^iveii all 
concerned a clean start. But it is eciually clear that apart from 
the financial magnitude of such an undertaking, the intricate 
and perplexing investigation which would have been required to 
substantiate each claim constituted an immediate objection to such 
a solution. Yet to leave things as they were without aillowing 
the heads of villages to resort to the extra assessments and without 
lestoring the powers of tugaza (or coercion) formerly in the hands 
of creditors would be virtually equivalent io annulling the claims, 
a procedure which might reasonably be considered an act of in- 
justice unworthy of the lil>erality of the British Government.'' 
The restoration of the arbitrary practices was at once ruled out, 
as it would subject the ryots as a body ‘‘ to many of the oppressions 
from which they have been delivered, and as individuals to the 
caprice and tyranny of every exasperated or avaricious creditor, 
whilst a middle course vrould have permitted the creditors to 
harass the ryots without ever procuring full payment to himself, 
whilst the industry of the ryot would be checked by the feeling 
that the fruits of his labour w^ere not his own." 

From this general outline of the situation, it is obvious that 
the administrators of 1820 were faced with a pretty puzzle, and it 
would be decidedly interesting if our present-day economists were 
asked to put forward schemes of solution and then a comparison 
made with the solution as evolved by Elphinstone and Chaplin. 

To quote the official decision : The only course appears 

to be to leave these questions to the ordinary courts of justice, to 
be decided upon their respective merits. This is certainly objec- 
tionable inasmuch as it will be likeily to promote a spirit of 
litigation and to clog our judicial tribunals with a number of suits 
which from their intricacy it may be difficult to bring to a final 
adjustment. A previous general investigation into the nature and 
extent of these debts might be useful in facilitating judicial 
decisions, but it would probably have the effect of reviving endless 
claims which are now dormant or obsolete and which the creditors 
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themseflves have already written off as a loss, which might naturally 
be expected to arise out of a revolution like that which has 
subverted the old Government. The danger, however, of embarras- 
sing our courts with a multitude of these causes and the difficulties 
of deciding upon them will be greatly obviated by a general 
classification of the debts under different heads by previously 
determining which of them shall or shall not be deemed actionable, 
and with whom the responsibility of liquidating them shall rest. 
Where there is great fraud in the transaction, it must he set aside, 
and where the debts are really due, ail usurious accumulation of 
i^iterest of course will be deducted. Tills of course refer.s only to 
village debts, although these however are often distributed in 
detail amongst the ryots and are therefore not easily distinguished 
fiom private debts. Those which are really private individual 
debts should undoubtedly be left to the ordinary tribunals with 
such limitations as to time and interest as may be deemed 
ecjuitable.’’ 

It might at this stage helj) this study if we made a brief 
reference to the rates of interest which prevailed in the Peshwa's 
territory at the time of this attempt to settle the village debts, 
and also to the way^ in which loan transactions were conducted. 
On this point an official report says: ‘‘ Tlie rates of interest in 
the territories composing the late conquests, and probably through- 
out Asia, are always fluctuating and variable, partly in proportion 
to the redundancy of money in the market and partly to the risk 
incurred by the lender. There never existed any uniformity, 
established by any legal restrictions, as to the amount of interest, 
this being for the most part in a ratio to the security or insecurity 
cf the transaction, and with reference to the respectability of the 
borrower. The medium rates where the security is unexception- 
able are extremely high compared with those of Europe. There 
the profits of trade are low and the rate of interest keeps on the 
same level, results which proceed from the variety and extent of 
mercantile dealings which give rise to a class of opulent money- 
lenders whose competition to supply the wants of less substantial 
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speculators reduces the hire of money to its natural limits. The 
same principle, with respect to the connectio-n between low profits 
and low interests, operates in India, where we acicordingly find 
a correspondence between the high profits of trade and the high 
rate of interest.’’ 


INTEREST RATES A CENTURY AGO 

From statistics to be found here and there in the Residency 
Records and from the official reports of the Commissioner, it is 
now possible to give some definite information about the general 
rates of interest on money transactions more than a century ago, 
in 1820. 

Bankers with whom deposits of cash were entrusted, payable 
either on demand or at short notice, allowed an interest of from 
d per cent to 6 per (^ent per annum, whilst on loans between bankers 
themselves the usual rale was from 6 to 71 per cent. Petty 
traders who borrowed from regular bankers paid an interest which 
varied according to circumstances from 12 to 24 per cent, whilst 
l)ersons who had no fixed employment and agricxilturists could 
seldom raise money at less than 24 per cent, a rate wdiich, however, 
often rose to 48 per cent. As a general rule, however, the 
cultivating classes paid between 24 and 30 per cent for their loans. 

But regular bankers were not the only loanei'^ of money, for 
there was in addition a class of petty moneylenders wEo frequented 
the weekly markets, particularly in the Southern Mahratta countiy 
who are described by Mr. Chaplin as “ the greatest usurers of all 
the jobbers.” The dealings of these men, who w^ere known as 
Warkars,” were, however, confine<l to the most necessitous classes, 
and the hazard they ran of losing their capital altogether made 
the Commissioner incline to the vicAv that “ they were justified 
perhaps in the exorbitancy of their transactions.” Their loans 
seldom exceeded half a rupee, although in exceptional cases the 
borrower was allowed Rs. 30. With such dealers the rate of 
interest was commonly one pice per rupee payable weekly, which 
works out to an annual interest of 120 per cent. In some places 
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even that rate was exceeded, the iiitereat being one pice per week 
njDon a loan of 16 pice — wlyich gives an animal profit to the lender 
of <300 per cent. The loans were invariably adjusted on the eighth 
day, the circumstances of the debtors rendering any longer credit 
too hazardous. 

Another species of loan was also common amongst ryots who 
borrowed money from Sahookars (Miwcar,s) foi* the payment of their 
kisf.s (or annual dues) at a discount of 25 per cent, the borrowers 
engaging to repay the full amount upon the gathering-in of 
their crops. These loans were usually taken up about three months 
before the crops arrived at maturity, whilst in many districts 
additional money was also borrowed a fortnight or three weeks 
h>efore harvest on an engagement to repay it at the future selling 
XU ice of grain with the addition of from two to four seers of gi’ain 
for each rupee borrowed. 

Besides interest, there was frequently a iiremium jiaid for 
loans equal to from 2 to 4 per cent, the rate fluctuating in jiropor- 
tion to the necessity as well as the charatder and standing of the 
borrower. 

()n loans of grain, borrowed during that part of the year 
when xirices were generally highest, and payable in kind at haiwest 
time, an additional return per candy of from J to J or even a 
whole candy Avas frequently exacted. The period of such loans 
seldom exceeded seven months, w^hich means that the interest wuis 
immoderately high, but it should also be borne in mind that the 
frequent failure of the ryots, either partially or entirely, to fulfil 
their engagements renders the hazard of such loans very consider- 
able,’^ and w^as largelj" responsible for the apparent exorbitancy of 
the creditors. 

On ijurchases of cloth upon credit no direct interest was 
charged, although (as in the general case with credit transactions 
in modern retail business) the seller usually raised the price of 
the article in x>roportion to the risk and to the extent of the period 
(luring 'which he was likely to remain without his money. A 
similar procedure was adopted in the sale of cattle. 
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Regarding proofs of such transactions, it is interesting to 
note that whilst in some cases either bonds were taken or the 
loan entered and witnessed in the bankers’ ledgers, there were 
many cases in which the business was entirely a verbal affair, 
sometimes supported by witnesses and sometimes without any 
cori'oborating evidence whatsoever, similar to the practice amongst 
the Bhils in Khandesh today. Should any dispute occur in 
settlement, the transaction was always referred to a pancliayct who 
decided upon it according to its merit without considering (as was 
and is usually the case in British courts) the existence of promissory 
notes, bonds, or vouchers apparently indispensable to prove the 
debt. 

It is now obvious that with loans dividing themselves into 
such clear-cut sections, it was comx>ara lively easy for the 
Commissioner, in drawing up his scheme of settlement, to classify 
the most common forms of debt which were likely to constitute 
the principal forms of dispute and litigation, and it is e8i)ecially 
interesting to note that in such classification the Commissioner 
first outlined the i)ractice observed by the Peshwa’s Government 
and then commented on the i)racticability or otherwise of its 
continuance. 

“ The first and chief class is that of village debts^ or debts 
due from Mookuddims. The term Mookiuldiin, as it is generally 
used, applies to the heads of villages, including only the Pot els 
and Kurnums. With reference, however, to village debts, it often 
includes one or more principal ryots, and occasionally even the 
Vv’hole of the ryots of a village, who sometimes eater into bonds 
to discharge such loans. But whether the contract is by bond, 
on account, or merely verbal, all such debts are denominated 
village debts. As under the Peshwa’s system the jieriods at which 
the first kisU are payable precede the time of reaping the haiwest, 
it became necessary for the Mookuddims to make aiTangements 
for liquidating these demands without compelling the ryots either 
to moiHgage their crops or to raise money at a disadvantage upon 
tfaeit own individual credit. The Potels, Kurnums, and perhaps 
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a few of the principal cultivators accordingly having pledged their 
individual security, the Sahookar paid the revenue to the 
Government officers agreeably to the fixed instalments* Many 
such debts contracted during the late Government are now due 
fiom villages to Sahookars, and the heads of villages, when called 
upon to pay, acknowledge the justness of the demands but state 
that they have no means of discharging them except by resorting 
to the old practi(^e of levying an extra imposition upon the- ryots 
which, l>eing of course incompatible wuth the rules now established 
restraining such extra contributions, renders the balances now 
irrecoverable/’ 

“ With regard to hotut^iide loans of this nature,” continues 
the official order, there is no doubt that where the Mookuddiius 
have entered into tJie engagement without consent of or communi- 
cation with the ryots, they alone, according to the pra^dice of the 
country, are individually responsible for their payment to the 
extent of their means. The instances in which they have given 
their individual security will be found very common, and as in 
most cases they undertook to bear the profits and loss of the 
village, whether the actual collections of the village exceeded or 
fell short of the jurnmahuruli fixed by the mainlatdars, they alone 
would appear to be justly answerable for such debts. Any extra 
levies to satisfy such demands, although they often took place 
arl)itrarily under the former irregular management, weio rather 
<'onnived at than authorised by the late Government, and as it 
is obAaously oppressive and certain to (xicasion at least a coriespond- 
ing loss of revenue, the practice cannot now be reverted to. What 
cannot be realised from the Mookuddims must be deemed 
irrecoverable. ’ ’ 

In some villages, debts of this nature have been distributee! 
in detail amongst the whole body of the ryots w^hose vouchers 
having been taken, in the names of the Mookuddims, have "given 
to the Sahookars their personal bonds for the amount. The 
Sahookars now, of course, claim their balance from the 
Mookuddims* These debts are mostly of old standing and all 
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of them having been contracted before the war, many of the ryots 
are now dead, many have been rained, and some have absconded 
or removed to other villages. The debts of snch ryots obviously 
cannot now be realised, and even where they can, the Mookiid- 
dims, knowing that complaints of this nature are now either not 
received at all or received with great caution, object to pay any 
part of the demand. As such debts have been contracted, like 
those mentioned in the foregoing class, upon the confidenct? of 
the Mookuddims’ responsibility, they ought still to be made 
liable, as far as their circumstances will admit of it. The 
Mookuddims, on the other hand, according to the practice of the 
country, having the security of the ryots would in such cases he 
permitted to recover the debts due by each individual, and 
whatever deficiency remains, either from death or failure of 
individuals, to be realised, would be assessable gonorally on the 
Potels, Kurnums, and such of the ryots wdio were party to the 
loan, and for whose general l>enefit it w^as contracted. Those 
who may have, subsequent, to the transaction, taken up their 
abode in the village, w’ould of course not bo answerable for any 
part of the debt. If the whole of the old inhabitants w^ere in 
such low circumstances as to preclude the possibility of their 
liquidating it, the Sahookar had 1o look solely to the Mookuddims 
for payment, and in the event of their being bankrupt, the 
recovery of the money wavS considered hopeless. The same 
principle may now be applied to the liquidation of such demands, 
under such limitations as may be best calculated to prevent the 
abuse so likely to arise from all extra assessments.’* 

In a few villages it wrill be found that ihe heads of the 
villages have procured, in the name of the Sahookars, the bonds 
of each ryot for his portion of the aggregate delit. I^art of these 
bonds have been discharged and part still remain unpaid, and 
the Sahookars now sue for the balance. In such caseti the 
personal security of each ryot being pledged, they of course and 
not the Mookuddims are liable, and w^here the death or insolvency 
of individuals is the cause of non-payment, the debt of the 
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Sahookar would have been considered then, and ought now, tp 
be deemed irrecoverable/* 

When Sahookars have taken oollateral security for their 
loans, the security will naturally be held responsible. He will 
of course have his lien upon the Potels, and they upon the ryots, 
under the limitations and conditions previously proposed in this 
order. * * ' 


FORCED INTO DEBT 

Such was the disposal of what were generally recognised to 
be hona-jiile village debts ; but the types of debts so far dealt 
with were not the only legal Imrrowing transactions with which 
the nc-w administration was called upon to deal. There were also 
the village debts arising out of dands ** or forced contributions 
under various titles such as, ghas d^ml or forage money; mtzzur 
pvttee or impositions for presents; hhasgee puttee ^ or the 
rnnmlatdar' s privy purse; luggum puttee or assessment for a 
mai'iiage or other ceremony by the public officers ; durbar kkurch 
or bribes to the functionaries of public service; and a variety 
of other heads. To satisfy these demands the Sahookars came 
forward and paid the' bill for the village after obtaining the 
necessary bonds or vouchers. Such transactions as far as the 
money-dealers were concerned were in most cases unquestionable, 
and it mattered not from their view-point (or from the legal 
view-point) whether the exactions wliich gave rise to them were 
just or unjust. At the same time, a careful enquiry made by 
the Commissioner and his quintette of collectors frequently 
revealed that the bonds were taken by Sahookars who were in 
partnership with the Revenue contractors, and so the Com- 
missioner’s orders were that in all such cases there was to he no 
hesitation in declaring the bonds null and void as having their 
origin in fraud and extortion. But as that was not the case in 
all such debts, many were judged recoverable from the bond- 
holders. In many cases, inability to support torture or fear of 
being reported to headquarters drove the Mookuddims to the 
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Saliookaxs^ and so the Commissioner ordered that under such 
circumstances the money-dealer was as much entitled to re- 
cover his loan as though the transaction had been completed 
for the legitimate puipose of paying the just dues of the 
Government. 

But even this is not the end of the tale of village debts, for 
many were contracte<l on the faith of the Mookuddims for 
advances of tuclawee (fagcivi) either for the purchase of seed or 
grain or cattle, or for the mere subsistence of the ryots. The 
Mookuddims resist the demands for personal repayment of such 
loans on the plea that they were not actual village debts ; and in 
such cases the Commissioner ordered that the principles laid down 
for the other debts should here be applied. 

The next class of debt, as a class, which the official records 
deal wiih, are those loans contracted by mnmlnidars from 
Sahookars for their own private use and benefit, debts into 
which any enquiry further than what may be necessary to 
ascertain their real character is quite inexpedient. Mamlatdars ^ 
it seems, were frequently granted loans on specially cheap terms 
‘‘ to secure for the Sahookar the favour and protection of the 
wanilafdarf'^ and it is pointed out in the records that from the 
frequent changes and removals of those officers the recovery of 
such debts must always have been extremely precarious. Ir fact, 
at this distance of time it would appear that thie Sahookar looked 
upon such transactions more as presents than loans, even though 
he took where possible the usual precautions in the shape of 
corroboratory evidence of the loans. On the approaching removal 
of a mamJatdar, the Sahookar always made a formal demand for 
payment and in many cases in default of it actually obtained in 
his own name bonds procured by the 7mmlatdnr\s arbitrary 
authority from the villages in lieu of balances alleged to be due 
by the inhabitants. Such bonds, it seems, were very numerous 
and not infrequently were supported by security obtained in the 
same forcible way. The heads of villages naturally objected, when 
the administration changed after the conquest, to liquidating debts 
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which they really had no hand in contracting', and as such bonds 
were in a plurality of cases for sums unjustly imposed on the 
villlages under the denomination of some extra * dand/ orders 
were issued by the Commissioner that they should be considered 
entirely invalid. The Sahookars themselves, from whom the 
exactions were made by mnmlotdars, were often indemnified by 
bonds procured in the same tyrannical way, but even such bonds 
as those, adds tlie oificial order, ought to be deemed of no more 
force than waste paper.’’ 

Another kind of bonds, “ equally founded in iniquity,” were 
tliose extorted by the marnlntdars from the heads of villages in 
lieu of pretended advances to Government for darhar kh/itrch 
(bribes) or other purposes. Such bonds were not, however, taken 
in the maml(itdar\s own name but in that of some Sahookar to 
whom they were afterwards legally transferred, and who naturally 
after the conquest claimed the full amount from the head of the 
villag^e, even though the immlatdar had had the money and no 
valuable consideration had ever been received for the bonds by 
the village from either the jncnnlafdar or the Sahookar. The bonds 
were of course on the face of them as good as any others and were 
often supported by collateral security ; but the Potels in every 
case disclaimed all knowledge of the bond-holder when they were 
presented for payment. Orders were issued by the Commissioner 
in such cases that the British tribunahs would have to be especially 
cautious in such cases in admitting the legality of such instru- 
ments, “ arid being aware of the nefarious practices that have 
prevailed under the late Goverimient, will not consider the 
production of such a voucher sufficient evidence of the justice of 
the claims. All such bonds should at once be rejected whenever 
their real character is ascertained.” 

It was also not uncommon under the pre-conquest adminis- 
tration for bankers and other moneyed men to have procured the 
Moamlut of districts in the names of their own agents or Karkums. 
But under the new administration such a manipulation was of 
no purpose, for the ordei*s to the collectors were to the efiPect 
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all (jlaims in which Sahookars have been associated in their 
manag'ement should be decidedly rejected even thoug^li supported 
as they frequently are by the wllateral security of the Mokuddiiiis 
or the ryots themselves/’ 

LAND MORTGAGE PROBLEMS 

But money debts were not the only ones for which villages 
were held responsible. Some debts to Sahookars showed that 
Government fields under the title of gram nislmt enams^ were 
mortgaged, the village agreeing to pay the rent of them to 
Government until the whole debt was liquidated when, it was 
stipulated, the land shoubl revert to the Sirkar. The cultivation 
of such fields, however, was as a rule fraudulently concealed by 
the Kurniims and not entered into the public account, although 
there were instances where their rents were properly annexed to the 
jumma, or revenue list. The Sahookar of course quickly sought 
redress which the villagers could not give him, and so after the 
conquest the general rule was at first established that the Sahookar 
should continue to enjoy the possession of the land until the debt 
was liquidated or during his life, but it w'as shortly afterwards 
laid down that if the land had been recently acquired it should be 
relinquished w^heii the i)roceeds amounted to the siim of the debt 
plus a reasonable interest, and that if the possession was of long 
standing, the receipt of double the amount of the debt would 
cancel it. 

Regarding private debts incurred by the ryots for their 
individual needs, for purchase of vseed and cattle, for mere 
subsistence, or for celebrating marriages or funerals, the ordt>rs 
of the British Government were that they should take their regular 
course before the ordinary tribunals, although the Commissioner 
issued orders that where advantage had been taken of the urgent 
oecessities of the ryot to exact more than 24 per cent interest, th<:> 
excess of interest above that sum was to be struck off as being 
usurious and exorbitant; w^hilst in cases of immediate disability 
to liquidate a debt, a compromise should be arranged or the loan 
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may be repaid by adequate and practicable instalments. And as 
a regular nile it was furtliei* decreed that agreeably to the custom 
of the coujatry/' the interest was never to be allowed to exceed 
the sum of the principal. Hegarding this latter rule, however, 
it was pointed out that it was frequently evaded by Sahookars 
who, by closing the account periodically and adding the interest 
to the principal, took a new bond for the whole amount. 

Whenever this fact is established,” runs the order, “ it will be 
sufficient to decree the payment of sucli bond without any interest 
that may have subsequently accrued upon it.” 

The Sahookar, however, did more than merely loan money 
and colle(?t usurious interest. In many parts of the conquered 
tcrrilories it was found that the ryots paid the whole of their rents 
tJi rough the Sahookars, a practice described by the Commissioner 
on one occasion as being ‘‘ extremely pernicious to the ryot himself 
who, from his ignorance of accounts, is for ever involved in his 
banker’s books, and also becaUvse it enables the Moamlutdais, by 
means of this intermediate agency, to commit great abuses with 
a certainty almost of impunity.” It was admitted both by 
Elphinstone and his successor that the evil had grown so widesiuead 
as to be beyond tlie^ hope of an effectual remedy. Under such 
a system the ryot agreed to give up the wdiole of his crop to the 
Sahookar who, though he received it nominally at the ciinent 
price of the day, always took advantage of the market to overreach 
the ryot to whom upon all advances of cash he charged an interest 
ranging from 12 J per cent to 25 per cent. Everything for his 
expenses and disbursement being advanced by the Sahookar, the 
ryot became in course of time, from the accumulation of interest, 
irretrievably involved and at length reduced to the condition of 
a menial slave to the Sahookar. This was a problem indeed for 
the new Government to solve, but with his habitual sympathy for 
and belief in maiiy of the country’s own local institutions the 
orders passed by the Commissioner were as follows : When suits 

are pi ef erred for debts of this nature, no tribunal is so capable 
of deciding them as a panchayet, the members of which alone 
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are qualified to jiid^e of idie manner in which such ac 'ounts ought 
to be adjusted and the disiiute compromised.’^ 

Amongst various other modes of taking advantage of the 
lyot’s necessities, whiidi were practised by the bankers, was the 
granting of loans of grain advanced, payable at the end of a few 
months with 50 per cent or more in addition, and as such loans 
frequently remained unpaid, ojqiortunity was lakcii, when the 
selling price was higliest, to exact a bond for the peimniary value. 
In such cases as that, the Commissioner’s inslruclions were for 
the collectors to strike off all interest on the transactions which 
exceeded treble the quantity of grain advanced, it being an 
established princijile that the delivery of three times tlie original 
quantity discharges a debt of however long standing.” 

It was sometimes agreed that the advan(?es of cash were pay- 
able in grain at harvest-time, according to tlie selling prices of 
the period when the advance was made. At the time of leceiviiig 
the advance a deduction of 25 per cent was made by the Sahookar ; 
v/hich meant that for every rupee wdiich tlie ryot engaged to pay, 
f of a rupee only were really loaned. Tliat was, of course, a 
species of gainhliiig speculation, the quantity of grain to be repaid 
being fixed, whatever alterulion may take place in the meantime 
in the state of the market. In default of jiaynumt in kind, tin‘ 
custom of the Peshwas authorised a charge of 24 per cent interest 
upon the transaction. A custom very similar to that when 
a ryot agreed to pay the Sahookar for eveiy rupee advanced a 
rupee’s worth of grain with a surplus of four seers in addition. 
In such cases as those, as the borrower was as much a speculator 
as the lender, no special orders were issued by the Commissioner. 

Yet another subjeid of dispute which was of frequent 
occurrence and which occasioned the new’ administrative officers 
considerable anxiety was the position of erunrulars, ‘‘ such as 
Desaees, Despaiidees, Potels, Kuinums and others, who had 
mortgaged their lands on which an annual quit-rent was payable 
to Government, the enamdar still engaging to pay such rent.” 
In many cases their resources failed, and so the officers of Govern- 
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inent, with a view to securing the public dues, took the enam into 
their own immediate management. A similar condition was 
produced in the cases of houses subject to professional taxes. The 
orders issued by the Commissioner in such cases as these provided 
for the mortgagee being allowed to hold the land or house, on 
his engaging to satisfy the Government demands upon them, for 
as long a iieriod as was necessary to discharge the debt with a 
reasonable interest. 

SARDARS ANI) THEIR DEBTS 

A( <*ording to the Commissioner, who seems to have made a 
very careful study of the financial situation in consultation with 
Elphinstone, “ one of the most difficult questions of debt is that 
v’hich relates to loans contracted by great Sardars during the late 
Government.” Many of these Sardars were, as the result of the 
attitude they took during the war, deprived of their lands and of 
the means which ihey formerly possessed of discharging their 
financial obligations. It is evident from the records, however, 
that at no time did the lenders possess any certain means of enforc- 
ing payment, and tlieii position w^as immeasurably worse after 
the conquest when tlie Sardars were less capable than ever of 
I>erforming their eogvigements. “ It would be obviously unjust,” 
comment the official records, “ to place the creditors upon a better 
footing than they were at the time the transactions occurred, by 
using more strictness w-ith tlie debtors than w’ould have been 
permitted by the late Government. Many of these Sardars, 
how^ever, avail themselves of the plea of the change of Government 
to withhold jjayment altogether, althoiigli possessed of the means 
of satisfying the just demand of their creditors for sums lent 
solely for their pei-sonal use and benefit, and which, as they have 
now got back their |iersoiial jageers^ they ought unquestionably 
to liquidate. The difficulty, however, will be to distinguish 
personal loans granted in payment of their troops, for which the 
Sardars have become responsible. The latter are, of course, 
ii recoverable, and the hardship upon the bankers is not perhaps 
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very great, considering the enoimous interest charged upon such 
transactions and the advantages they always deiive from i>aying 
such advances in a depreciated cuiTeiicy.’' 

Regarding the private debts of the Sardars, the Commissioner 
laid it down as a general rule that if tlie Sardars were not 
amenable for their discdiarge to some court of justice or public 
authority under the old regime, then any .suits preferied against 
them on such account in Ib itish courts must clearly b» excluded 
from cognizance, although where the debts were due by Chiefs 
whose authority was not independent, llie suits should either be 
left to talv’e their own course accoiding to tlie Pesliwa’s system of 
Utgnzn^ or if that mode of recovering the balances was carried to 
exceptional lengths, recourse could be had to punvli^tyets for their 
adjustment. 

PERIOD OF LIMITATION 

Another phase of tlie general subject of debts which came 
in for consideralVle discussion w'as the period that should be fixed 
beyond which claims foi old debts w-ere to be considered inadmis- 
sible. In the older British administration in other jiarts of India 
the courts were prohibited, with certain exceptions, from trying 
any suit when the cause of action had arisen twelve years before 
any process was commenced on account of it. It vras obvious, 
remarks the Commissioner, that so short a limitation of time 
as twelve years would certainly not answer for the conquered 
territories. There was no regular administration of justice under 
the former Government, and the countiy for a long course of 
years has been in a state of bordering upon anarcliy. Each Chief 
afforded protection to refugees from his rivaPs teriitory, and no 
means in consequence existed of recoveiing debts of the most 
indisputable nature. In the Southeni districts these distractions 
were perhaps more frequent than anywhere. In the year 1776 
Ilyder invaded them and carried off to Seringapatam many of 
the most resj)ectable merchants. The disputes from that period to 
1791 coptinqed under the Mysore Goyeinment, and thaiigh the 
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country was tolerably well g^ovemed, the minds of men were as 
unsettled as the state of affairs, and so a g'reat majority of claims 
under former coiitraets are supposed to have remained suspended. 
During the short period of Purseram Bhow*s administration from 
1792 to IT96 things were beginning to improve, when the death 
of Savaee Madhoo Row in the following year unfortunately brought 
about a. rea(?tion. The Raja of Kolapoor broke into febellion, 
which was succeeded by the troubles incident to the incursion of 
Dhoondiah Mang, whilst the distractions produce<l by the 
conflicting interests of rival chieftains occasioned the utmost 
confusion throughout the country'. The authority of Bajee Row 
was afterwards but imperfectly established, and when to the evils 
of a feeble government were superadded the abuses of the farming 
s^vstem under corrupt Moamliitdars, few debtors conceived it 
necessary to adhere to their engagements, because it was cheaper 
to purchase exemption from fugaza than to satisfy their creditors. 
This system continued up to the war, so that if we endeavour to 
look back io an era when the performance of engagements was at 
all regular, we must seek for it previously to Hyder’s conquest^ — 
a peiiod of 41 years. The opinion of the most respectable and 
iiitelligent inhabitants r as to the limitation of the time for 
admitting suits, is that it ought not to be less than 36 years, or 
three times the number fixed for our older possessions, and that 
even with this extension of the period it is believed that many just 
debts will be excluded from a hearing. But,’’ declared the 
C ommissioner, twenty-four years may be assured as sufficient 
to answer the ends of justice, although a more extended period 
must, according to the custom of the country, be allowed for 
claims founded on mortgage of wuttuim or other lands, and the 
general feeling is that they ought not to be adjudged obsolete or 
inactionable within less than 70 years. 

POPTTIiARISmo THE PANOHATE.TS 
In order to complete his instructions to the district officers 
on the question of debts, the Commissioner issned to them a few 
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hints on the administration of civil justice in so far as it related 
to debt recovery. Although it is universally admitted/' he 
said^ “ that the system under the late Government was 
excessively defective, yet it is stated as an advantage that people 
could occasionally, through the Sirsoobedars and Moamlutdars 
and Zumeeiidars and heads of villages, get justice at their own doois 
without being compelled to proceed to a great distance to obtain it. 
It is now a ground of complaint with them that the Moamlutdars 
will not receive their suits, and that they must in the first 
instance proceed to the Huzoor in order to have their cause put 
in the train of adjustment. This occasions expense, trouble, 
and interruption to mercantile pursuits which, it is conceived, 
might be obviated by giving the Moamlutdars pow’er to hear and 
determine of themselves or Ln' panchayet suits (subject to appeal) 
for debts not exceeding one hundred rupees, and by allowing, 
witliout reference to the Huzoor, the heads of villages or other 
persons of respectability to settle suits for debts to any amount 
by file panrha yet , provided both parlies in the suit agree to the 
mode of adjustment." The Commissioner agreed that this method 
of procedure regarding Moamlutdars was certainly liable to be 
abused, but he w^as of the opinion that the advantages of such a 
system would at least counterbalance the evil of it, and so it 
was ordered that all collectors introduce that method in all 
districts. In cases where the parties concerned were agreeable 
to settlement by panchayefs, the orders were that as the 
Commissioner knew of no prohibition against such a proceeding, 
it might be adopted generally, although the public opinion 
seemed to be that it would be an assumption of power for 
panchayeU to undertake such a 'work without the express 
sanction of the ruling authority, all collectors were instructed 
to aflfcc to their cutch^iries a proclamation giving encouragement 
to such private adjustments by panchnyef or arbitration. 

Such were the general rules, subject to alteration to suit local 
conditions, which were laid do’wm for debt settlement by Elphin- 
stone( and liis colleague Chaplin; and every student will surely 
9 
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be impiessed by the carefulness and thoroughness with which they 
were drawn up. Logic and common sense certainly predominated 
over legal dogma, and in every case the desire was to dispense 
personal justice mixed with practical needs. The greatest care 
was taken to prevent the under-dog from being trampled on 
because he was down, whilst the sympathies of the British 
administration were publicly proclaimed to be with the unfortunate 
peox)le who had been made legal debtors through no fault of their 
own and in connection w'ith money which they had never received. 
As an economic study of the common-sense method of tackling 
great financial problems, this policy of Elphinstone and Chaplin 
demands the closest investigation, whilst as a prelude to the task 
of dealing with the Shylocks themselves and reducing their 
exorbitant rates of interest, the po^licy is worthy of careful note. 
But this latter topic must make another story. 
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College of Agrieullure, Poona, 

The Report of the Royal Commission on Ag^i ieiilture in India 
is a voluminous one and it would be futile to attempt to deal with 
the various problems treated therein, in an article or two. We, 
thei'efore, propose to discuss briefly what the report has to say 
with regard to the promotion of the welfare and prosperity of the 
rural population. 

We shall in the first place state in short the condition of the 
rural population as was found by the Commission in their enquiry, 
and then consider their proposals to improve the present state of 
affairs, India is a great sub-continent and one cannot but be 
stnndv by the apparent diversities it presents. But there are 
certain economic and social conditions which are common to almost 
the whole of India. There are very few large cities or urban 
areas ; agriculture is by far the most important industry ; the 
typical unit of cultivation is a holding of a few acres ; the financiai 
resources of the cultivator are slender. In rural areas, a resident 
middle class is almost entirely absent; illileracy u the rule and 
not, as in W’estem countries, the exception. The Commission 
definitely state that the economic wastage due to disease cannot 
be over-exaggerated. Malaria slays thousands and lowers the 
economic efficiency of hundreds of thousands. Sanitation, in any 

6T 
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accepted sense of the word, is practically non-existent. The 
soils in general have reached such a state that they cannot 
deteriorate any further, although there are some tracts where 
erosion and salt efflorescence are throwing hundreds of acres out 
of cultivation. There is too much of fragmentation of land for 
cultivation. The number of cattle maintained at present is 
excessive but this large number is found to be necessary at present 
to make up for their inefficiency. Communication and marketing 
facilities are not quite as they should be. The financing of 
agriculture is not yet satisfactory and, lastly, there is a growing 
pressure of the population on the soil. 

To improve the welfare and i)rospeiity of a huge population 
living under the conditions mentioned above is a tremendous task, 
and any improvement that may be proposed is bound to be slow. 
Let us now coiisider the various suggestions put forth by the 
Commission with a view to promote the prosperity of the agri- 
culturists wffio form over 73 per cent of the population of India. 

Although the Commission do not make education of the masses 
a condition precedent to any improvement, yet they recognise fully 
the imjjortance of education. They have some valuable suggestions 
to make. The first of these suggestions is to have for the rural 
population such text-books as deal wulh everyday objects familiar 
to the pupil and have a rural tone. The object of this is not to 
teach agricultural methods but to keep the education in tune with 
the surrounding conditions. This particular aspect of the question 
is not understood by several of our educational authorities, and 
hence they see a limited scope for schools with an agricultural or 
rural bias. Since three-fourths of our pt)X)ulation is rural, nearly 
ihree- fourths of our schools must be with rural bias if they are to 
be of any use in the uplift of our massCvS. 

The Commission advocate the employment of women teachers 
for small children. For the quick spread of education, they think 
tlmt a definite effort should be made to impai^t literacy to a cerbun 
number of young mothers so that they will certainly see that their 
children are educated. Although this is not altogether a new 
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suggestion, it is worth while trying to see how far it helps the 
spread of education. In the secondary education of the agricul- 
turists, there are two methods followed at present. One is the 
vocational school and the other is the ordinary rural secondary 
school. The Commission rightly discourage the first, because the 
vocational school cuts off all the ambitions which a young boy 
may entertain for higher education. Rural bias in the secondary 
schools should in no way prove to be an obstacle to highei 
ambitions. In the words of the Punjab Government Circular of 
1983, “ the aim is to enrich the middle school course in rural 
areas by the inclusion of agricultural training, and thus to bring 
it more in keeiiiiig with the environment of the pujdls ; and the 
object is to use agriculture as a means of mental discipline and 
training and as an impoi-tant accessory to tlie general subjects 
taught in these schools.’’ 

In improving the sanitation of the rural areas, the Commission 
welcome the establishment of Public Health Departments and 
also W’elcome private efforts for the supply of medical relief. In 
the expansion of medical facilities, they suggest the adoption of 
a scheme followed in some provinces, under which a monthly 
subsidy is given to qualified practitioners to induce them to settle 
in luiral areas. They also propose training of nurses and mid wives 
on a much larger scale than at present, aiid short courses of 10 
days or a fortnight to village women to learn to observe cleanliness 
and non-interference in ^nidwifery cases. Improvement of water- 
supply by removing steps from wells for drinking water, to have 
bore wells where possible, easy distributioji of quinine, cultivation 
of cinchona, etc,, are some of their other suggestions. With 
regard to medical help the Commission have altogether lost sight 
of the indigenous systems which successfully coped against several 
diseases in the past, and wliich are cheaper than the English 
systems. If really useful work is to be done in medical help, we 
cannot afford to neglect the indigenous systems. New know^ledge 
must be accepted but the old materia medica need not be changed. 
The need for the study of nutrition is important and deserves 
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serious consideration at the hands of both the Government nnd l^e 
peojyle. 

Education is necessary for knowledge and for progress, 
sanitation is essential for our very existence, but very little 
improvemeiit can be brought about without money. Prosper 
financing is the foundation of the improvement in agriculture, the 
basic industry of the rural population, as in any other industry. 
The Commission point out one great defect in the system of 
accounts of our agriculturists. There is no distinction made 
between sums borro^ved for productive purposes and those for 
current needs. This, however, has no hope of changing, unless 
it is looked into by those who supply the money. The Commission 
find that the rate of interest charged by the village moneylenders 
is very high and that drives the agriculturists into the grips of 
the moneylenders, w^ho slowly swallow their lands. The Commission 
find that the various enactments made in different provinces have, 
to a certain extent, given relief to the agriculturivsts, but people- 
have found out ways to evade some of the legal technicalities. 
I*rovincial Governments offer help by advancing loans, but the 
private moneylender cannot be done away with. The Commission 
agree with the suggestion made by some in their evidence that no 
usufructuary mortgage of agricultural land should be permitted 
by law, unless provision w^ere made for automatic redemption 
within a fixed period of years, of which twenty should be the 
maximum. In their opinion nothing but the co-operative 
movement can drive away the moneylender. The failure of the 
co-operative societies in many places has been due to want of proper 
help and strict supervision, and The Oommission, therefore, propose 
that thei-e should be a sufficient number of Government staff to 
help the societies and the honorary workers. They also agree with 
the opinion that land mortgage banks could, and should, be 
established under the provisions of the existing Co-operative Acts. 

It must, however, be kept in mind that whatever the agency 
w© create to finance the agriculturists and howsoever satisfactory 
it may be, it will help only those who can help themselves. Now 
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the problem is, whether an averag“e Indian cultivator is today in 
a position to help himself. The answer will be an emphatic “ no. ’ 
The Commission say in one place, ‘‘To a very great extent, the 
cultivator in India labours not for profit, nor for a net return, 
but for subsistence. The crowding of people on the land, the lack 
of alternative means of securing a living, the difficulty of finding 
any avenue of escape and the early age at which a man is burdened 
with dependents, combine to force the cultivator to grow food 
wherever he can and on whatever terms he can.^’ Under these 
conditions the cultivator can never i)ay back even a very small 
sum that he may borrow from anj^ source. The real remedy lies, 
tlierefore, in providing him with work that will bring in money. 
The cultivator has spare time, and in the ox)inion of the Commission 
a large majority of cultivators have at least from two to four 
months’ absolute leisure during the year. It is, therefore, 
necessary, in the interest of the cultivator and also in the interest 
of the country in general, that this spare time should be properly 
utilised. The Commission have rightly suggested the introduction 
of rural industries. They give a long list of industries which can 
be taken up by the cultivators during their leisure time. Many 
more can be added to the list, and peojile might select any whicii 
will suit their local conditions. 

All the suggestions discussed above are veiy valuable, and 
every one of them, if brought into action, wall helj) in improving 
the lot of the poor Indian agriculturists, but the great difficulty 
is, how’ to bring all the suggestions into action. Govemmeiit must 
discharge its duties, but people also must be ready to shoulder 
their responsibilities. There is a great need of an agency which 
will direct the cultivators to take the fullest advantage of the 
development departments of Government. The Commission suggest 
that the agency should be a sort of a “ Guide.” In the Gurgaon 
District of the Punjab, sons of cnltivatoi*s are given a specia;! course 
of training w^hich, in addition to imbuing them with a sense of 
the dignity of coi^porate labour for mutual benefit, is designed to 
familiarise them with the principles of sanitation, elementary 
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liiocHcal aid, co-operation, agricultural ■ ^®^Pi*oveiueut, and to givo 
tiieiii some knowledge of the simpler hon^ i^^dustrias, in order that 
eticli man may, when his training is cok as guide, 

philosopher, and friejid ” to the group of . to which he is 
posted. In technical matters, his knowledge to enable 

him to direct the villagers where to go for advice, ratSJl^r than to 
give that advice himself. This is the type of link whKi&h the 
( ommissioii would he glad to see established between the mass^- ^ 
and the Government departments. This agency will be of great 
use in bringing Government departments and the masses inclose 
toucli \viih each other. It will facilitate the working of the 
ohicials of the Development Departments and will enable the 
masses to take the fullest advantage of the help offered by 
(K)vernment. Unless both the Government and the leaders of the 
public make a serious combined effort to lift up the masses on 
all sides, there will be no ju’ogress in the welfare and prosperity 
of the rural population in India. 



THE REPORT OF THE ROYAL COMMISSION ON 
AGRICULTURE: A PUNJAB POINT OF VIEW 


BY 

E. B. Wakefield, I.C.S., 

Punjab. 

There has been launched at the Report of the Royal 
Commission on A^>*riculture in India a considerable volume of 
harsh criticism ; the harshness we believe to be due to the desire 
to mahe political capital out of any subject-matter which may 
affect, however remotely, the prestige of Government. Such 
criticism, being avowedly prejudiced, defeats its own ends, and 
any sympathetic criticism which the Report receives, however 
adverse, must be the more convincing. 

The Commissioners, indeed, deserve sympathy. On the one 
hand they have been criticiseil for delegating so many technical 
questions to others for research : ^ why, if its members were not 
experts, was the Commission ever appointed?’ On the other hand, 
they have been criticised for interfering with too much minuteness 
in i)urely administrative details. On both counts the Commission 
must be acquitted; they may not be correct in all their conclusions, 
bufc in teaching them they have not spared themselves hard work; 
and the Report bears witness both to the broad view they have 
taken of their task and the scrupulous attention which they have 
paid to important details. 

The first impression that the Report makes is one of horror 
at the creation of so many more official posts, so much more 
administrative machinery ; and we wonder how long this self- 
expansion of bureaucracy can continue before an explosion takes 
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place. We look at each proposed addition separately; and on its 
individual merits we applaud it. But the cumulative effect is 
overwhelming; and our consolation is that it will be a long time 
before sufficient funds are available to make all the executive 
machinery contemplated by the Commission to be established. 
There is the further consolation that it is the more important 
proposals, particularly those connected with the formation of a 
Council of Agricultural Research, which will be the first to be 
carried out. 

The Commission has not, however, fallen into the error of 
supposing that the necessary changes can only be brought about 
by official agency. On the contrary, it emphasizes continually 
the truth — it is nearly a platitude — ^that in the hands of the 
cultivator rests the fate of the cultivator. A wider outlook, an 
increased responsiveness to new ideas, an expanded sense of 
responsibility, all these qualities in the cultivator are essential if 
the work of research scientists is to bear fruit. If there were not 
signs of a growing willingness to learn on the part of the 
cultivator, all the apparatus of research laboratories, demonstra- 
tion farms and agricultural colleges would involve an utterly 
unjustifiable burden on the country’s revenue. In the Punjab 
there is certainly less opposition to what is new, merely because 
it is new, than there has been in the past. Statistics showing the 
amount of American cotton grown in the province are indisputable 
proof of this. But there remains the task of creating the channel 
through which the new ideas of the agricultural expert may pass 
into the still conservative mind of the cultivator. In the past 
there has been no really effective channel; oc>casional Deputy 
Commissioners have enforced less primitive methods of sanitation, 
less primitive methods of cultivation; here and there the advice 
of experts from the Agricultural College at Lyallpur has been 
followed, though, for the most part, by the bigger landlords only; 
and the only agency which has proved at all successful in bridging 
the gulf between expert and cultivator has been that of the various 
co-operative societies. It is in this connection particularly that 
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W0 believe the recammeiidatioiis of the Conunissioners to be most 
wise. They emphasize the importance oi the second and rather 
neglected duty of the Agricultural Services — the duty of bringing 
before the cultivator new and improved methods of farming in 
such a way that those methods may be actually adopted in general 
practice. The means are, firstly, the more general use of 
demonstration plots in preference to demonstration farms ; 
secondly, concentrated efi'ort, for when a good practice is once 
established, it will spread with a speed in proportion to the extent 
of the benefits which are seen to accme from it ; thirdly, the use 
of practical, ocular demonstrations in preference to other forms 
of propaganda which depend for their success on a reading and 
intelligent public; fourthly, close and friendly co-operation with 
other departments such as the Irrigation and Veterinary services; 
lastly — and most important of all — ^intimate and continuous contact 
with the better farming societies and other associations which 
approximate in their character to the taluka development associa- 
tions of Bombay. There are obvious drawbacks, founded on 
general political principle, to the use of purely official agencies 
as intermediaries between the expert and the cultivator; but such 
co-operation, as is above suggested, between the body of experts 
financed by Government and the more intelligent cultivators, 
cannot fail to be of lasting and increasing benefit. 

It is impossible here to review the detailc^d proposals made 
by the Commission with respect to Forests, Live-stock, Rural 
Industries, etc. But it may be remarked that the progressive 
adoption of the compulsory system of Education, proposed by 
the Commissioners, is not everywhere desirable. In the Lyallpur 
IHstrict of the Punjab, for example, school accommodation is 
utterly inadequate for the number of voluntary pupils ; the 
teachers are not always competent — and they are generally under- 
paid; and tbe demand for education is far in excess of what can 
be supplied. Moreover, there is the task of persuading literate 
pupils that there is no indignity in cultivating the land. At 
present there is an ever-increasing stream of literate sons of 
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cultivators who definitely refuse to return to their families and 
aid in the work at home. It would be an inane thing to increase 
this stream before previously directing it into the necessary 
channels; and we hope that the proposals of the Commission in 
this connection will not be applied without proper discrimination 
by either provincial or local authorities. 

The task of the Commissioners, we take it, was to state the 
difficulties with which agricultural development in India was 
faced, and to suggest methods by which they might be overcome. 
Viewed from this point of view, the Report appears to contain 
l)oth a broad and thoughtful estimate of actual conditions, and 
wise proposals for their improvement. It is only if we start with 
prejudices against the actual appointment of Royal Commissions, 
or if we expect the problems common to many countries and many 
ages to be solved in the twinkling of an ej^e — it is only then that 
we can be disappointed with the conclusions of this Commission. 



LABOUR AND THE AGRICULTURAL 
COMMISSION REPORT 

BY 

S. K. Rudra, M.A. (Cantab.), 

Reader in Economics^ Allahabad University » 

It is not fair that any comments be offered on just one 
chapter of the voluminous Report of the Royal Commission on 
Agriculture in India without reading the Report through, yet it 
has been felt worth while to do so. To pass judgment on ihe 
work of the Commission as a whole would require much longer 
study of the Report, as well as a thorough knowledge of the variety 
of subjects dealt with by the Commissioners, and as this is a ta^sk 
which only the exceptional student can perform, it may not be 
valueless to take up the Rejicrt in sections. 

We are glad that the Commissioners did not overlook the 
problem of labour. Usually this word has come to denote work- 
ers in organised industries only. This is possibly due to the fact 
that the leadership in the study of Economies has come to us from 
the highly industrialised countries of the West, and to the fact 
that agricultural Labour is usually ill-educated, isolated, poorly 
organised and therefore inarticulate. In India to commit the 
mistake of regarding liabour as the body of men working in 
organised industries alone, to the exclusion of the workei-s in the 
fields, would be grave indeed. This mistake, however, is often 
made. 

The two facts that emerge outstandingly in regard to the 
agricultural situation of the country are, first the great pressure 
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upon tiie soil and secondly the periodical slackness of employment, 
both of which combine to mitig^ate against the improvement of the 
lot of the agriculturist. The Report holds that the main solution 
of the trouble will lie in the diversification and improvement of 
agiuculture itself, but they suggest other measures also, which are 
woi'thy of our attention. 

Subject to the nature of the country and h)cal conditions 
the Report suggests that in areas where there is heavy congestion, 
steps should be taken to draft a large poii^ion of the population into 
industry or to help it to migrate to the sparsely populated portions 
within the country, or to assist it to emigrate abroad, esi^ecially 
to British Guiana. As to the question of periodical slackness of 
employment, which varies from two to four months in the year, 
they suggest the remedy of diverse occupations. These occupations 
they have classed into three groups. The first type consists of 
industries located in rural areas, such as sugur-refining factories, 
rice-husking, oil-cmshing mills, cotton ginneries, saw mills and 
tobacco factories. These give employment to labourers when they 
have no work of their own to perform upon the fields. The second 
type consists of domestic industries such as weaving, gur-making, 
handhulling of rice, silk filatures, oil-crushing and the work of 
village artisans. And the third type consists of any kind of work 
ill which the cultivator can sell his personal labour. In this con- 
nection we are glad to note that the Report corrects the common 
impression that a cultivator can find temporary employment when 
and as he likes in industries around him. Such a notion only 
reflects the ignorance of people who should know better the actual 
conditions of trade and industry in the country. The fact is that 
in all types of occupations a certain amount of skill is necessary 
without which it is not possible to secure employment or even 
command subsistence wages; and after all the possession of such 
skill is a mattea- of specialization, however elementary, and this 
we cannot expect our peasants in general to possess. 

The Report, we think riglitiy, lays by great hopes in the use- 
ful «mployment of the spare time of the villager in the first type 
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of industries indicated above* We also feel that due to the tech- 
nique in production involved in these industries and the difficulties 
involved in the costs of transportation of raw material, these indus- 
tries will necessarily be dotted about all over the country instead 
of bein^ centralized in a few far-away selected spots, llierefore 
they will be admirably fitted to dovetail into the periods of slackness 
in agricultural occupations and ensure regular employment 
throughout the seasons for an increasing number of the peasantry. 
Amongst the various industries suggested by witnesses under the 
first type, the Commissioners think that the manufacture of agri- 
cultural implements holds the greatest promise of useful develop- 
ment. We agree in this, but feel that nothing useful will result 
from the suggestion until the Agricultural Departments take up 
this matter in right earnest. Something is already being done on 
this line, and with success. But vigorous action and assistance 
is needed if it is desired, not only to fill up the spare time of the 
villager, but also to modernise agricultural methods in this country. 
All along it is the improved tool or implement or machine that 
pioneers the way to further progress in the conquest of Man over 
Nature. How ill-equipxied our peasantry is in this battle for life! 
We are mechanizing our Army, why not the Peasantry? 

With regard to the second type of industry, viz., the village and 
domestic industries, they hold that there is much scope for deve- 
lopment. This development, they think, more tjian other things, 
lies in introducing new ideas, for instance in improved technique, 
in pattern and design, as well as in making new objects like tele- 
graph insulators instead of turning out the traditional objects in 
a stereotyped fashion. But just here lies the gi*eat difficulty. 
These traditional methods of production can only be changed 
through deliberate introduction of new ideas. Tlie lead in such 
matters can only be given either by the Government through its 
various Departments or by people dwelling in the cities who have 
the imagination and the necessary commercial insight to turn and 
train the skill of these village artisans in producing objects and 
articles that the newer needs of modern life demand. The village 
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artisan unassisted eithei' in resources or in idea^ is doomed to 1^ 
cmshed out of existence. Tlie Government and the people have to 
plan out very clearly the line of action they wish to 
adopt in dealing with this matter to save the situation. 
Inaction and lack of foresight must end in the final dis- 
appearance of the gieat crafts and skill of rural India, We would 
here recommend the example of the Burma Government. - The 
Burma Government have selected three village industries — Silk, 
Lac and Pottery — for their special attention and aid. The re- 
sources of all Governments being limited, a careful selection of 
a few rural industries for State-aid would appear to be the best 
plan to adopt. The Commission reveals the conditions of some 
of the village industries which must cause grave anxiety in the 
minds of those who have the welfare of the village-folk at heart. 
For instance, sericulture and Indian silk, if not protected in some 
form or other, will be seriously affected from competition from 
artificial silk from abroad. Some Provinciall Governments, it 
must be admitted, are doing a great deal to help the peasants to 
improve the strains of silk worms and the treatment of cocoons. 
We strongly feel that this is a matter which should be examined 
by the Tariff Board. Every type of industry that gives subsidiary 
employment to the peasant must, we think, for economic and 
humanitarian reasons be examined into, and given assistance, if 
necessary. The peasant in India is about as depressed and pessi- 
mistic an individual as one could meet anywhere. Added to this 
it must be realized that he is weighed down with Debt and Ignor- 
ance. We plead that whatever the common notion about State 
interference with private industry elsewhere, it cannot be accepted 
as a guide in the solution of our rural problem. Active Stete 
action is what we would urge in our rural affairs. Take for 
instance the example of Lac production in this country. We 
have a practical monopoly in this product, barring synthetic 
lac. We cannot say that Government have adopted a wise 
and energetic policy in husbanding this industry. It holds 
great promise for the peasant and would be an incidentaj 
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source of revenue for the Government. The constitution of the 
Indian Lac Association for Research, and especially the Manag- 
ing Committee clearly shows that Government have not given ade- 
quate attention to this iinpoi*tant industry to say the veiy least. 
We endorse the recommendations made by the Commission in re- 
gard to the re-constitution of the Association, and would go beyond 
what they say and require that the growers themselves must have 
some representation on the Association. The Calcutta merchants 
cannot be trusted or permitted to manipulate the fortunes of this 
industry any longer. This is a matter which calls for immediate 
enquiry. 

Poultry-f arming, and to some extent Fruit and Vegetable 
growing are suggested as helpful occupations for the peasants to 
adopt as subsidiary occupations. 

With regard to the third type of work providing employment 
to i)easant labour in the growth of derhand for labour in factories 
and cities it is held that as the relations of industry and agri- 
culture grow closer, such opportunities of finding employment 
during the slack season on land will increase, and thereby improve 
matters. This is true, hut will be a slow process indeed. We would 
suggest that Provincial Governments, Local Boards and Muni- 
cipalities and other bodies, should consider the question of seasonal 
fluctuations in giving out their contracts for woi^ks involving 
demand for Labour so as to coir ble helpfully witli the slack 
seasons in rural areas. 

While the above remedies have been suggested by the Com- 
mission in solving the problems of seasonal unemivloyment of the 
peasantry, they fee*! that the absorption of the growing superfluity 
of agricultural labour can only take place by greater mobility both 
within and without the country. In this manner alone can the 
heavy pressure upon the soil in certain areas be re^lieved. The 
problem is therefore resoilvable into two— one tlie question of mo- 
bility and the other the places to which surplus agricultural popu- 
lations may move, either in India or abroad. With regard to the 
first the Commission think it is not Government interference, ex- 
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cept in a very limited extent under the Assam Labour Emigra- 
tion Act, nor the removal of political difficulties in emigration 
abroad, nor the lack of the means of communications, except in 
local areas, that act as serious hindrances to mobility. They think 
that far more serious obstacles to this mobility come from inherited 
rights in land, of indebtedness, of ill-health, of racial peculianties, 
all of whicdi contribute in making labour more stationary than 
is warranted by economic conditions. They feel that these con- 
ditions should be investigated and definite schemes of colonization 
be launched. It would appear that the Burma Co-operative De- 
partment scheme in this matter is worthy of adoption. As to 
the second point, namely the regions to which surplus populations 
may be sent, we know that in the country itself there are various 
schemes afoot which will throw open new areas or thinly inhabited 
areas for colonization. The Sukkur Barrage scheme is an instance 
in point. As against this there are, of course, areas as in Bengal, 
the Central Provinces and the Punjab, where land has gone out of 
cultivation due to malaria, the growth of weeds or spread of alkali, 
but these are not comparable to the new areas coming into cultiva- 
tion in extent and area. ^ As to places abroad, it seems that in Ceylon 
the point of saturation in absorbing Indian Labour has allmost 
been reached. While the absorption that cun be expected from 
British Malaya, West Indies and Fiji, cannot be large, and in 
Mauritius further immigrants are definitely not needed. The only 
other area within the British Empire that really offers a great field 
for emigration is British Guiana. That country has great possibi- 
lities, and it awaits development. There the supply of capital is 
not the limiting factor, it is Labour. A scheme of emigration to 
this country has been approved, only it seems not profitable enough 
for the planters to operate it. We trust, however, that the matter 
will not remain here, but be further considered. 

In conclusion we can only say that the Commission has given 
this problem of Peasant Labour a comprehensive examination. 
They have clearly shown the way of giving relief to the two great 
problems facing the peasants, namely, lack of continued employ- 
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meni and the g^rowing* pressure upon ilie soil. We trust the 
ne(3essai*y steps will be taken as soon as practicable to put the find- 
ings of these investigations into working schemes. If Govern- 
ment give the lead, we are not so despondent as to believe that 
those of the public who have the means to follow their exaiiiple 
will hold back. State action however is the necessary preliminaiy 
condition in this movement towards rural regeneration. We tiust 
it will not be long delayed upon its way, for through it lies the 
path to health and happiness for the peasantry of this land. 



NOTES 


I>r. James Boiiar has laid economists under another debt by 
his cataloguing of the library that belonged to Malthus. This 
work he recently arrange^l and it has revealed one point of great 
interest to us, viz., the discovery among the books of the writings 
of James Anderson who was the first to expound the Bicardian 
theory of rent, a theory that was forgotten until it was brought 
into prominence by Malthus, West, and Eicardo. In 1815,” 
writes Eicardo in his preftice to the ‘ Principles of Political 
Economy and Taxation,’ Mr. Malthus, in his ' Inquiry into the 
Nature and Progress of lient ’ and a fellow of University College, 
Oxford West, Chief Justice of Bombay), in his * Essay on 

the Aj)plication of Capital to Land ’ presented to the world, nearly 
at the same moment, the true doctrine of rent.” Bionar has found 
that Malthus had in his library Anderson’s ‘ Essential Principles 
of the Wealth of Nalioqs,’ 1797, and x\nderson’s ‘ Scarcity of 
Grain in Britain,’ December, 1800 (2nd Edition 1801). The latter 
bears the inscription ‘ Dr. Malthus from the Author.’ There is 
also Lord Kairns’ ‘ General Plan of a Lease ’ with remarks by 
Anderson (without date). There are many of us who were of 
opinion tha.t Malthus must have read Anderson, one of the most 
hard-headed Scots of his generation. Now, thanks to Bonar; w© 
know this to have been a fact. The author of ‘ Malthus and his 
Work,’ ‘ Eicardo’s I^etters to Malthus,’ ‘ Eicardo’s Letters to 
Trowcr ’ (with Professor Hollander), ‘Philosophy and Political 
Economy,’ and the ‘ Catalogue of Adam Smith’s Library ’ has 
already perhaps done more than any other living Economist to 
emphasisse the great heritage that we possess today — the school 
of the English classical Economists of the first part of the 
nineteenth century, what Professor Allyn Young in his inaugural 
lecture in London University recently termed “ that extraordinary 
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intollectual structure.” It is interesting to note that Dr. Bonar, 
although seventy-six in September this year, has agreed to deiliver 
the next Newmarch lectures on ‘ Theories of Population in the 17th 
and 18th Centuries.’ The vitality of the man is an inspiration 
to those of us who belong to a younger generation. 

Professor Allyn Young, the Halyard Professor, who was 
appointed to the chair of Political Economy in the University of 
London last year, has been api)ointed President of the Statistics 
and Economic Section of this year’s British Association. Professor 
YoiUJg’s le<‘ture on English Political Economy published in 
‘ Economica ’ in March, 1928, was sane and cautious. What 
was Harvard’s loss by Professor Young’s transfer has been 
London’s gain. He referred to Professor Cannan thus: “ The 
distinguished l^lconomist who was my predecessor in this chair 
has made (dear how the economic problems which confronted 
Britain in cjonseciuence of the ^Napoleonic wars did much to 
detei’mine the form which economic theories took in the early 
part of the nineteenth century. The renewed interest lately 
observable almost everywhere in the study of the economic 
writings of that jicriod has been prompted, of course, by an 
interest in modc^rn problems, again the heritage of war, which 
are curiously like the problems with which those earlier writings 
dealt.” 


The Political Economy Club founded in 1821 by Tooke, 
Eicardo, James Mill and Malthus discussed at a meeting at Gatti’s 
Restaurant, Strand, on May 2, the ciuestion “ WTiat have lunm 
the reasons for, and what are likely to be the consequences of, 
the abo*lition of the restrictions on rubber?” The discussion 
t(K>k plaoe in accordance with the traditions of this exclusive 
club after dinner, and guests were invited to speak. Among those 
who spoke were Professor Macgregor of Oxford, Professor Allyn 
Young of London, Professor Gregory of the London School oi 
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E<:*oiiomics, Mr. Hartley Withers, Mr. (). 11. Hohson, aaid an 
Ecanoniist in the chair from India. The latter showed from 
statistics and fi'om the experience of the control of wheat, jute, 
and hides in India in war-time, how futile it was for the Bfritish 
Government ever to have attemj)ted to control iiibber production 
when the Dutch East Indies stood out of the scheme. The 
scheme was ill-eoneeived and the rubber industry as a whole will 
be sturdier, stionger, and more stable if allowed to mana>ge its 
own affairs. 


()n April 17 at a meeting of the Royal Statistical Society a 
paper w^as read on the censuses of iiopulation and vital statistics 
prepared by the various Governments of the world. The discussion 
was more interesting perhaps than the paper, and was taken 
part in by the Registrar-General, Dr. Greenwood (whose recent 
F.R.S. will be welcomed by all statisticians), Sir Bernard Mallet, 
Dr. Stevenson, and by a Professor from India. The subject is 
indeed a vast one, but the reader of the paper, a member of the 
League of Nations staff' which prepares much valuable data, on 
economic and financial questions, failed to bring out the main 
principles of census-taking, but this was more than rectified by 
the speakers who remembered Adam Smith’s conception of 
philosophy as they were looking for connecting principles.” 
After the meeting the Statistical Club, a club confined to 40 
statisticians of emineiice in the world of statistics, met as usual 
at dinner at the Regent Palace. This is one of the most delight- 
ful of meetings in Ijondon. The discussion was of much interest. 
The Rt. lion. Viscount D’ Abeinon, P.O., G.C.M.G., late 

Ambassador at Beidin, was, as President of the Royal Statistical 
Society, in the chair. 


Financial questions since the last issue of the journal hare 
been of first class importance in many countries. In England 
the question of the paper currency has been discussed in 
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Parliament in connexion with the Currency and Dank Notes Bill. 
Local taxation has again been put under ilie closest scrutiny in 
the new reforms for rates, the legislation for which is in pait 
before Parliament. To students of currency and linaiice lliese 
matters are of no ordinary imi)orta,nce. France has at last 
stabilized the franc, and now that Poincare lias taken the plunge, 
we see that Ihe Brussels and Genoa Conferences have resulted in the 
currencies of leading countries being linked io a common basis 
of value. In 1922 the Genoa (Conference was held. In 1923 
Austria’s eiirrenc^y was linked to gold; in 1924 Germany, Sweden, 
and liussia follow^ed her exam])le ; in 1925 Great Britain, South 
Africa, Holland, Switzerland, Hungary and Finland follow^ed suit. 
In 19'2() Belgium, and in 1927 Italy, Denmark and INdaiid 
stabilized their currencies. In. 1928 Greece, Norway, and Fiauce 
have comj>leted the pi excess. The question of gold has also lieeii 
of very much interest and the future outlook from the |?()iiit of 
world prices compels attention. To Ciicli of these (|iiestions w^e 
must levert. It is interesting in connexion with tlie stabilization 
of currencies that ten years after the war the international trade of 
Bhirope has lecoveied to about the ]. re-war level. There has 
generally been a susjxmsion of i rogress for a decade and a half. We 
are starting today where we were 15 years ago. Economic’ polic’y 
must be directed to an expansion of world trade and production, 
if there is to be any rise in the standard of living. 

Firstly w’-ith regard to the Currency and Bank Notes Bill. 
The whole essence of this Bill wa^i the recognition of tlu^ vital 
importance of providing a (‘ountry wdth an adequate volume of 
currency and of maintaining its value stable. The Bank of 
England takes over the pa])er currency and this is in keeping 
with the functions of a Central Bank. The Bank should liave 
a monopoly of the note issue. The chief principle of the 
amalgamation of the Bank’s issue and the Treasury Notes issued 
sinc!6 1914 is the establishment of central control over the noie 
issue. Currency and credit are so largely inter-dependent that the 
Bank of England \rhi( h controls the latter will now also control 
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the former. This has the sanction of the wiseacres of 1844, 
the Federal Reserve Act, and the Brussels Conference of 1930, 
not to mention the Genoa Conference of 1923. We must says 
all this authority, fortify the machine that turns out currency 
and credit against any influence on the paxt of the State in 
relation to inflation which brings in all countries misery to the 
middle classes including wage-earners.” The fiduciary limit of the 
amalgamated issue is fixed at £260 millions. The Treasury has 
Ireen given the powder to reduce the fiduciary issue if requested 
to do so by the Bank. The Treasury may also authorise the Bank 
to issue notes above the fiduciary issue of £260 millions, if the 
Bank at any time rei^resents to the Treasury to do so. This can 
be done for a period of six months at a time and up to two years, 
unless Parliament otherwise directs. The actual w^ording of this 
sub-clause of the Bill is, ” No such authority shall be renewed 
so as to remain in force (whether wnth or without variation) after 
the expiration of a period of two yeaa‘s from the date on which it 
was originally given, unless Parliament otherwise determines.” 
It is also provided under this same clause^ — the famous clause 
eighth — ^tliat ” any minute of the Treasury authorising an increase 
of the fiduciary note issue under this section shall be laid forth- 
with before both Houses of Parliament.” 

The Bill to all intents and purposes leaves the status quo 
unchanged. The currency note is tmlay practically a Bank of 
England issue and all the Bill does is to give legal effect to what 
had already l>een done by administrative action. The figure fixed 
for the fiduciary issue is the approximate total of the legal 
amount of the present separate issues. Mr. J. M. Keynes in 
the Times ” and in the June issue of the Economic Journal 
and members of the Labour Party in the House of Commons 
desired a higher fiduciary issue. Mr. Keynes’ view that things 
have changed since 1844 and it is unnecessary to lock up as a 
backing to the note issue a large amount of gold which is sterile 
has at first blush much to commend it. Mr. Keynes, however, 
does not realize that to the ordinary person the gold backing to 
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the note has a veiy i)oweiful ctfeet to the whole credit vstructure. 
Obo caaiiiot helj) I'eeling that ihose who aigne that ilu Hill should 
j)rovide for the creation of more currency and credit in order to 
make trade more aclivt^ and employment more c’asy ari^ 
inflationists. Inflation would only temporarily help trade as 
neither currency nor credit is the same as weallh. The ]>rosi>crity 
of England lies in its ability to pio<luce and sell ‘^oods competi- 
tively at a proflt. Inflation would result in lii^h pi ices and 
would ])rcyvent the selliu”* of ^‘oods at a profit. An increase in 
tlie credit strueture is, ot course, justilied only by a C‘oriesj)onding 
increase in leal lesouices. The Hank of Iviigland may, it is 
interesting* to note, hold commercial bills as coAcr for the notes. ^ 
It is to be hoped that these, in so far as they are foreign bills, 
should be those one of a gold standard country. 

On duly 18 the House of (commons jmssed by d2() votes to 
128 th(' third reading* of the Rating and Valuation Apportionment 
Hill. The rating selieme will eume’into force in 18 months’ time. 
Agriculture and industry, docks, railways and canals will bo 
relieved of a large proportion of lo( al taxation. The central 
goveriimeiit will piovide money for the proposals, mainly by 
means <3f an increased i)etrol tax. The Rt'port of the Balfour 
Committee on Industry and Tra<le has shown how heavy local 
taxation is on industry. ’The cost, for exami^le; of rates [kw ton 
of crucible steel on ai'tuul output was on June 30, 1914, 3s. 
per ton and on June 30, 1924, 2 Is. per ton. The cost per ton, 
if working full (*apacity, on dune 30, 1924, is 6s. 8d. per ton. 
Instances could be iiiiiltiplieil. The greater the diflieulties of 
trade, the heavier the burden per unit of output. The (ioveinment 
propose to introduce in the autumn aiialher Hill which will 
complete the scheme. The present Hill givt^ exemption to 
certain industrievs. The remaining Bill will give the details of 
the lightening of the burden to each industry and an opiKjrtunity 
will be taken to make the long-overdue imi)ix)veinents in the 
British system of local taxation. 

12 
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With the parsing of the French Stabilization Bill on June 
25, the last vestiges of the old theoretical bimetallism have passed 
away and the battle of the franc is over., The French have 
adopted a gold bullion standard, although the possibility of a 
full gold standard with a gold circulation at some future date is 
not inled out. The franc is fixed at 65 5 milligrams of gold 900 
fine, which gives a i)ar of exchange with the i>ound of 12421 
francs. The Bank of France undertakes to buy gold at this rate 
and to convert its notes into gold either in legal gold currency 
or in gold bullion. The convertibility wdll be limited to minimum 
quantities agreed u})on by the Bank and the Finance Minister. 
• The reserve is fixed at 35 per cent of the notes and sight deposits. 
The gold reserve which amounts to 5,500 million francs (£220 
millions) will be revalued and the resulting surplus will be used 
to pay back to the Bank the advances made to the Treasui y. The 
franc now being on a gold basis will possess stability. The 
Bill, it may be noted, provides for the introduction of a new 
coinage, a 100-franc gold piece and silver token coins of ten 
and twenty francs. The date of the issue of gold coins to the 
public will be fixed lat^r by Government decree. The w^hole 
question of French Finance 'was discussed in a recent issue of 
the journal. The Government of France has overcome unbalanced 
budgets and the difficulties of lai’ge unfloating debts with a 
certitude and ability beyond praise. The stabilization has been 
in two stages. One stage, the actual stage, has already been 
completed. The other stage, the legal stage has now begun. It is 
|)robable that some rise in jiriees will take place. The present 
price-level in France is still below the world price-level of gold 
prices. Stabilization is not unusually followed by economic 
troubles, but the probable rise in prices should be somewhat of a 
stimulus to indiistiy. 


The Council of the T^eague of Nations has authorised the 
Finance Committee of the League to examine the gold problem 
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in its relation to prices and the means to be iaken, if any, to 
ensure stability in the value of gold. The Committee is to 
consider to what extent and in what way the licagiie, whose 
efforts have necessarily been concentrated hitherto on a contri- 
bution to the first stage of the worUFs post-war monetary problem, 
coiild now most usefully assist in the study and solution of the 
problem in the second stage. This is a Herculean task but 
one certainly worth undertaking. 

G. F. S. 


The dominant note in the industrial situation in India is one 
of serious restlessness, l^ahour ironbles have thrown some of our 
leading industries out of gc^ar, and prolonged strikes and lockouts 
are the order of the day. The industrial atmovsphere is tense with 
threats of trouble idl round, and the country is passing through 
times such as have been but seldom experienced in the past. 
The present unrest is largely due to the severe depression through 
which the national industries are jia^sing. Prices of commodities 
have gone down and the offtake of the industrial output is slow. 
The cost of production has not shown a corresponding tendency 
towards diminution, and factories have to he run at little or no 
profit. Some industries have had to be run actually at a loss. 
One of the remedies contemjilated by the employers to meet the 
situation is the cutting down of the labour force and the reduction 
of the wages bill. The prospect of being thrown out of work at 
a time when general nnemployinent stalks the land, is naturally 
very disturbing to the mind of employees, and organized labour 
may be expected to re?sist attempts at the reduction of the scale 
of wages. Indian labour has unexpectedly exliibited greater 
powers of patient and organized opposition, thanks to intelligent 
and determined leadership, a growing sense of strength among 
the workers and the increasing influence of the labour movement 
abroad. The rights and the wrongs of the different disputes ran 
be judged only after a careful examination of the merits of each 
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case. But an analysis of the situation reveals certain general 
features which are calculated to give one a clear insight into the 
causes that have hronght about the unhappy result. So far as 
the organized industries in India are concerned, we are now face 
to face with the saine difficult problems as are associated with the 
capitalist form of economic society, and the solutions (unnot bo 
far different from those aftenipted in those countries where similar 
cond i t ions ])i‘evail . 


India in 192()-27 has some interesting remarks on the 
working of municipal and local self-government in this (ountry 
during the past few years. Municipal goveinment in India, it 
is well-known, occupies a small i)lac‘e in the life of the penj)le. 
The hulk of the population lives in villages and is iniereste<l in 
problems of rural importance. In 192r)-2(>, there wert' 797 
municipalities in British India with nearly 19,000, 000 residents 
within their limits and an aggregate income of lls. Itr20 crores. 
In tlie same year, district boards, sub-district boaixls, and union 
(joinmittees combined, numb(‘red 1,209, and the recei])ts of these 
institutions aggregated a 'little over Rs. 14 crores. Since the 
introduction of the Reforms, important changes have taken place 
in the constitution and working of all these bodies. The jvopular 
element has been strengthened and greater public interest has 
been evinced in municipal and local affairs. Tlie democratisation 
of these bodies has brought with it certain inevitable evils. 
Communal and factious disputes, laxity in administration due to 
inexperien(*e and lack of unselfish devotion to public duty have 
marred the smooth and eflScient conduct of affairs, l^rovincial 
Q-overnments have exposed these evils and called pointed attention 
to iiTegularities noticeable in the working of the municipalities 
and local boards. Such regrettable instances have been (pioted 
in ‘ India in 192'6-27,’’ and the light and the shade in the 
picture presented there ought to make one pause and think. One 
of the greatest difficulties of these bodies has becrn the financial 
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one, and the following* extract stuns tii) the position: — lloth 
municipal and district hoard activities weie handicapjit'd not a 
little hy th(‘ tinancial stringency of the early yt'ars of tlie 
Reforms. In addition to the shortness of funds and tlie general 
high level of prices, tliey were called upon, with the withdiawal 
of official control, to meet extra expeiuliiure on services which 
used formerly to he j tendered gratis hy goveinment servants 
belonging to oilier s|du*ies. They naturally endi'avoured to 
economise, bnt their efVorts only led to a. lowering of efliciimcy. 
The provincial goviu nriH iits have lliemscdves heiui in no satis- 
fa<*torv financial condition, and the Uu al iRidii's whicli looked 1o 
them lor assist ama^ in (arrying out v.orks of development, could 
receive no adeipmtc' k spouse, and additional taxation has had 
to he relnclantly resorted to in several cas(\s.’^ 

V. (I. K. 


LABOmt 


We h(’ar<i!y (*ongrat niate the Bailway Board for creating a 
new |>ost and a.pjMiiiit ing* an ofii< er who is to he known as the 
Sports Offict 1 of the Tmlian State Bailway s, Buhli( ily Department. 
This is a. ‘tep in the right direclion, and if followed u]> with 
further appointments and assistance in funds and e(|uij)nient over 
the entire State Bailway system in India, it wendd he a remark- 
able achievement, and worthy of great praise. Incidenially it 
wamld help not a little to hrighten up the life of the employees — 
especially tlie subordinate Indian staff — ami make lor a hap])ier 
understanding. 

We congratulate Mr. P. C. Boy on his appointment, and 
trust he will utilize this unique opportunity with much success. 
Mr. Roy is a boxing Blue of Cambridge Tt^niversity. 

Mr. N. M. Joshi has defended his aceeptance of the gift of 
money from Russia on the grounds that in the first instance the 
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gift was vsent unasked, that gifts of money from the same source 
have been accepted ])y persons responsible for operating the Gujrat 
Relief Funds, and that it would be perfectly all right if the 
money so received were not utilize<l for the furtherance of rioting 
and bloodshed. Dr. Desant, who had at one time to do a great 
deal in leading Labour, holds that this money disgraces any- 
l>()dy wlio touches it.** As a token of the Russian workers^ 
sympathy with the workers in India, in their struggle, the gift 
should undoubtedly be accepted with gratitude, but if ulterior 
motives lie behind the gift, heavy responsibility rests with those 
who accept the gift. We are also quite clear that a gift for the 
relief of sufferers from visitations like floods and famines is not 
the same as those suffering from ihe consequences of an industriid 
dispute. 

We know that Indian Trade Union is one of the poorest 
organisations .financially. Money is greatly needed for its various 
highly essential and commendable activities, but this should make 
the Trade Union officials all the more vigilant in accepting gifts. 
That fine, sturdy, and self-respecting indej)endence whicdi wo are 
certain the lea.der.s wish to create amongst their men cannot be 
attained without financial independence : this in the last analysis 
is the corner-stone of the entire Trade Union edifice. 

We are sad to note the evidences of communal friction amongst 
labourers in organised industry. Labour fjs such has innumerable 
serious difficulties to conieud with here, but if this virus of 
communalisni enters the Labour system, there will remain little 
hope of working up in this country a healthy and vigorous 
Labour body. However things may be conducted in Politics, it 
is earnestly hoped that leaders will see to it that no lodgment 
whatscK?ver is givcm to this scourge of communal strife within 
the affairs of labour. 

Dr. Ohandler, who has been working for the last three years 
at the Calcutta School of Tropical Medicine under the grant for 
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the Indian Jute Mill Association, has published ihe results of his 
researches on llook-worin infection in India. Jsniployers ot 
lalx)ur, and others, who dwell in the regions which Ur. Chandler 
mentions as having high index of infection, would do well to i)ay 
heed to his findings. 

It is reassuring to learn from his researches tliat in spite of 
a very high incidence of infection in some parts of the country, 
hook-worm disease is non-existent iji most places. In a very few 
localities, for instance some j)laces in Burma, and on some 
Uarjeeling and Uooars t(‘a estates, the index of infection exceeds 
400. In the West Indies and Alabania it is GOO and 500 
resj)ectively. 

In Burma the iirfection jate is highest amongst tlie Indian 
imniigrants. The Biirmans liave adopted the use of latrines 
and til is helps to keep the rate of infection amongst them 
low. The general figure for the province is from 108 to ITG. 

In Assam in the tea gardens the conditions are hot good; this 
is due to th€> universal habit of defecating among the tea bushes 
where conditions are very favourable to the laiVcC. The index 
for the Upi)cr Brahmaputra Valley is from 200 to 3(M>, and for 
the 8urma Valley about 300. The hill tribes are nearly free from 
infection. 

In Bengal the general figure is 80 per hut in the tea 

garden area it is as high as 400, which is ii matter of serious 
consideration. 

The entire north-western part of India is praotically free 
from hook-worm. 

In the Madras Presidem^y some parts like the Western Ghats, 
Coorg, Malabar and Southern Travancore a.ro as bad as the Assa-m 
and Bengal tea gardens, but other parts are freer and some 
absolutely free* 

According to occupations sweepers and sewage coolies are 
apt to get the infection, but in mild form;. But tea garden 
coolies are especially i)rone to it. Coal-miners also, exposed as 
they are to soil pollution in the underground galleries, catch the 
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infoetiuii. The wearing of foot-gear of any type is an effective 
pro toe live. It would be inlerosting to investigate whether it 
would not prove eeonomicjal, in Ihe long* run, for the collieries 
and tea gardens to give foot-wear or subsidize their employees 
towards buying it Jor thoniselves and thus avoid the waste of 
absonee and irregulaiity due to sickness or low productivity caused 
by ill-heidlh due to liook-worm. 

lloiuestic; aiiiinals such a.s dogs, but si)ecially the pig, also 
si>read iniectioji. Hut cockroaches prevent it and their presence 
in the coal-mines is certainly responsible for keeping the infection 
down. The dung-beetles on the other hand are a powerful factor 
in the deveIoj)ment of hook-worm laivte. 

The character of the soil is also an important factor. Clay 
and black soils are unfavourable, while sandy and poroUvS soils 
are favourable towards dissemination of the*- disease. Artificial 
irrigation is not a facicn in the spicad as it was supposed it was; 
this is a vital discovery of great value. 


It was cheerful to road the accounts of the return of the 971 
emigrants from Fiji per s, s. Sutlej. They gave a happy account 
of their sojourn abroad, and seemed to have clone w'ell. AnLOiigst 
the returned emigrants was the lion. Mr. Badri Maharaj who 
had emigrated from (jarhwal in 1890. lie owns a sugar planta- 
tion of lii.s own, and rc'jneseiited the Indian community in the 
Fiji Legislative Asstmibly. lic^ is here on a visit only, and will 
return back to Fiji. 

He is reported to have said; “ Fiji is an iih^al country to live 
in; the climate is perfcM't and the land fertile. Jiidiaiis are 
]n*actically free agents. Although we have only one represen- 
tative in the Legislative Assembly at present, there is a move to 
let us have three in future.’^ 

There are about 61,000 Indians in Fiji, 5,000 Europeans and 
alxuit 100,000 Fiji-islanders. Innd is rented leasehold to suitable 
applicants by the Colonial Sugar Ilefining Company. 
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We are pleased to learn that the Railway Board have agreed 
to ai)poiiit, on the recommendation of the Agent of the G.I.P. 
Railway, a Special Officer to whom the staff could personally present 
their grievances. If this experiment proves successful, similar 
appointments will probably be made in the workshops of the 
other railways in India. The success of the experiment, obviously, 
will grt^atly depend upon the personality and ability of the officer 
selected to this new post. Wo trust, therefore, that a. wise 
selection will be made, since on this selection will depend greatly 
the future development of this scheme, which we cannot help 
feeling, seems useful and desirable. 

We understand that steps are being taken to reorganise and 
strengthen ibe Labour Depaitment of the Madras Government. 

The International Textile Workers’ Congress, assembled at 
Ghent, unanimously adopted the British motion, to render 
assistance to the Indian strikers. The Congress received delegates 
from twelve countries and ie[>n\sented a million workers. 

The International Tran.s[)ort Workers’ Fedeiation, Amsterdam, 
as well as the International Federation of Trade Unions, 
Amsterdaiii, have sent donations to the strikers here. 

The International Textile Workers’ Congress, meeting at 
Ghent, have unanimously passed a resolution in favour of a 
universal eight-hour day, and the abolition of gang work. They 
have also demanded an enquiry- into the conditions of textile 
workers. 

The Congress have also empowered its Bureau to settle with 
ihe Trade Unions in India the question of their affiliation. 

Both Mr. C. F. Andrews, President, All-India Tmde Union 
Congress, and Mr. IST. M. Toshi, Secretary of the same body, 
have expressed their general approval with regard to the views 
13 
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published by Mr. Purcell and Mr. Hallsworth regarding Indian 
labour conditions. They accept the idea of closer co-operation 
with the British Trade Union Organisation and fee^l that much 
benefit will accrue by such co-operation. Mr. Andrews feels that 
the matter should l)e given cai’eful consideration by a Union 
executive in both countries. We trust this suggestion will 
fructify, as it holds within it the promise of bettermeni; and 
increasing good-will between the labouring folk of these two 
countries, Britain and India. 

Mr. W. II. Pease, Secretary of the Indian Tea Association^ 
Las refuted, in a letter to the Trade Union Council of Great 
Britain, the allegations made by Messrs. Purcell and Hallsworth 
in their Eeport against the conditions and treatment of labourers 
in the Assam Tea jilantations, and has asked the Council what 
steps it proposes to take to correct the mistakes made by the Trade 
Union Delegates to India. 

The Eleventh General Conference of the International Labour 
Organisation opened on the SQth May, 1928, at Geneva. 42 out 
of 55 affiliated States were reprevsented at the Conference. Senor 
Saavedra Lames, head of the Argentine delegation, was elected 
President of the Conference. 

The question of the prevention of industrial accidents was de- 
bated at the International Lalwur Conference. 

Mr. Graham (Indian Railways) said that, due to the high 
accident rate in connection with the coupling and uncoupling of 
the vehicles, the Government had decided to adopt the automatic 
centre-buffer couple. 

Mr. Bose, of the Indian Colliery Employees’ Association, said 
that 80 per cent of the accidents in India were due to defects in 
mines and a lack of supervision and proper safety appliances. 

The International Labour Conference has finally adopted the 
convention on Minimum wage-fixing machinery by 76 votes to 21. 
The Employers* delegates desired that the wage-fixing machinery 
should be confined to unorganized home industries, 
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Tire Govet ninent delegates from India abstaiiu*d irom voting 
on the Draft Convent ion on the inininiuin wage-fixing machinery. 
Mr. Moiarjee, the Indian Employers’ delegate, voted against the 
convention. 

We extend our IknuIv congratulations to Dr. Itadha Kamal 
Mukerjee on his being invited by the Central Bank of India to 
survey and report on the economic condition of the various districts 
in the Madras Presidency. We are proud that ir tcaclu'r has 
l)een selected and that liis merits as a research worker have been 
appreciated in this nianne}- by the hard-headed men of business! 
We hope that this is the beginning of a new development in the 
industrial and commercial affairs of this country. A closer co- 
operation between the economists and tlie practical men of business 
must be to the advantage of both and to the geneial good of the 
country at large. We diew attention to such deve*lopment as being 
almost imperative, while reviewing Professor Thomas’ Inaugural 
Lecture delivered at the Madras University in the last issue of this 
Journal. It is a matter of gneat satisfaction that in this issue of 
the Journal we should have the pleasure to record the fact of 
Dr. Mukerjee ’s sele(‘ti()n by the Central Bank of India. 

We need hardly say that we ai>plaud the decision of the 
Central Bank and admire them for their courage in taking this 
stej) to bridge the gmlf that exists in this country, only too 
markedly, between the i)iofessing economist and the practical men 
of business. We trust their good example will be followed by 
other concerns. 

The Travancore Unemployment Committee have finished their 
labours. They have not as yet submitted their Ileport but it is= 
understood that by way of relief grants of land varying from 
5 to 20 acres and agricultural loans ranging from Rs. 250 to 
Re. 1,000 have been suggested by it. 
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We extend our cordial congratulations to Mr, M, If. Joshi for 
being placed upon the Governing Body of the International Labour 
Office. It is a great honour, and no one deserves it better than 
he, because of his yeais of untiring and seflfless devotion to the 
cause of Labour in India. The new Governing Body will be in 
office for the next three years. 

We are pleased to record that the Interriationai Radio Tele- 
graph Conference have decided to require only a six months’ 
training at seai as sufficient in the case of Indians who wish to 
qualify as Certificated Operatoi^s on mobile stations. This is a 
clear concession as compared with the length of training required 
of other nationals. This concession was granted because it was 
the Indian delegates impressed on the Conference that Indians 
liad very great difficulties in obtaining such prolonged training 
at sea. We sincerely hope that the Conference will use its power- 
ful influence to make such training fai^ilities more easily available 
to Indians, We cannot stand to approve of lower qualifications 
fur Indians, except as a very temporary measure. We would 
strongly urge for wider oppoHunities for the youth of the country 
ill this very vital service. We therefore tnist that this matter 
will be considered at the next meeting of the International Tele- 
graph Conference which is to meet at Brussels this September. 

By a decree all Chambers of Commerce in the Provincial cities 
in Italy have been superseded by Provincial Councils. The Pre- 
sident of each will be a Prefect appointed by the Ministers of the 
Interior and Commerce. Most of the members will be nominated 
by workmen’s and employers’ organisations. The idea is to se- 

I 

cure comprehensive unity of action in dealing with the problems 
of agriculture, industry, commerce and other matters affecting 
labour. 

We are happy to note that the lightning strike at the Elgin 
Mills at Cawnpore was brought to an end on the 18th June, 1928. 



Labouk 


lOl 


Muck credit for this is due to the Managemeiit of the Mill and 
the officials of the Mazdoor Sahha. Amongst the various matters 
that' were settled, we are pleased to note that on the one hand 
the Mazdoor Sahha g'uarantee that they will neither permit nor 
countenance a future strike without giving 15 days’ notice, and 
on the other hand tiie Company recognize the right of the Maz- 
door Sahha to represent the grievances of tlie workers employed 
in the Mill. We deplore strikes and lock-outs, hut deprecate most 
unreserviKlly lightning strikes, and peremptory lock-outs, and there- 
fore lieartily welcome the solution arrived at Cawnpore. We 
trust mutual good-will and confidence will prevail, and that the 
difficult ])rol)leins of the adjustment of Labour needs to the chang- 
ing* iortunes of Industry will be settled by careful negotiation 
rather than by the crude and unscientific tactics of strikes and 
lock-outs, 

Mr. M. Joshi has urged the Government of Bihar and 
Orissa to intervene in tlie liabour Dispute at Jamshedpur on the 
special gnounds that since the Tata Company receive financial help 
from the State they have a moial right to do so. 

The matter of the importation and production of imitation 
tea ha^s received considerable attention in the Press as it rightly 
deseives. Mr. J. Haiper, Commissioner for India, Indian Tea 
Cess Committee, has w*ell analysed the situation and has put in 
a strong plea for State intervention in the matter. The tea-driiik- 
ing habit is spreading* rapidly in the country, and particularly so 
in the big cities, industrial centres and in the Indian Army. The 
evil effects of heavy tea-drinking and of the imitation type parti- 
cularly cannot be exag*gerated. Government should move in the 
matter in spite of their answers they gave to Sir Dar(*y Lindsay in 
the Legislative Assembly on March 25, 1927. Not only in »this 
matter of Tea, but in the matter of other necessaries of life like flour 
—we hear of synthetic flour, ghee, etc. — ^the poor, illiterate 
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consumer must be protecvted. The Govoinment of Bengal have set a 
standard in the matter of tea. Other Provinces should follow its 
example. The Central Government cannot so easily disclaim its 
responsibility in such matters by mereily saying that legis- 
lation on these matters lies within the powers of the Provincial 
Governments only. In these days of rapid communication and 
expanding trade and commerce between the Provinces, it seems to 
us that apart from local adjustments, there should be All-India 
legislation in regard to the staple food-stuffs and drugs. The 
health and well-being of the millions of the poor of the country 
is at stake. Energetic steps are required to control the situation 
andnoti;he evasion or postponement of the question. This matter 
of Tea, we are glad to note, is being taken up by Government. 


Mr. N. M. Joshi is desiring, by moans of legislation, to secure 
the same protection for iion-registered Trade Unions as is granted 
to the registered Trade Unions under the Trade Unions Act of 
1926. Whatever be the merits of his Bill, we cannot help feetl- 
ing that it would be besj to wait yet awhile in this direction. 
Trade Unions, or their officials and members, have not yet gained 
that stability, cohesiveness and experience that is to be found in 
some countries in the West. More experience is needed to know 
what iyi>e of Trade Union movement is going to develop in this 
country before w'e can safely proceed with further legislation in 
this direction. 

Within little over three months there has been a second strike — 

T- 

or at least a partial strike^ — ^by the Sweepers of Calcutta. What- 
ever be the merits of the causes that have led to this situation, 
there can be no doubt left in the minds of those that hesitated beforie 
that in such vital public utility services as the Sanitary Service 
there must be set up some machinery which will prevent breaking 
out of sudden strikes. Apart from the severe inconvenience caused 
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to the public — ^which in most cases is quite innocent of the causes 
that lead to such troubles and are helpless in their redress — there 
is serious danger of outbreak of epidemics which would endanger 
the lives of thousands. The exploitation of the sweepers and other 
employees is not condoned, but neither can the exploitation of the 
public by the sirikers be justified as a means of the vsolution of the 
trouble. 

The Sweepers’ Strike in Calcutta, ended on the 5th July, 
1928. The terms agreed upon seem fair though the grant of strike 
pay seems absolutely unjustifiable. But no agi^eement seems to 
have been arrived at between the disputant parties that such 
strikes will not be sanctioned until a full discussion has taken 
place or the matter sent up for arbitration or conciliation. With 
such essential servi(*es as the scavengers perform the setting up of 
some such macbineiy is imperative. 

While in India strikes and lock-outs are occurring with pain- 
ful frequency, and feelings between the employers and employees 
are being embittered, in Great Britain, the home of modern indus- 
trial system and trade unionism, steps are being taken to bring 
about peace in industiy. Through long and very disappointed 
and sad experience the employers and employees in almost all sec- 
tions of industry have come to realize that the strike or . the lock- 
out method is not the way to solve the difficult and highly in- 
tricate problems of Labour and Industry. They are beginning 
to realise that it is only by joint conference and representative con- 
sultation together that any satisfactory solution can be evolved of 
the highly complex and delicate problems of modern industry. 
On the Railways, where some of the best examples of Trade Union 
organisation are to l>e found, this Peace in Industry movement first 
originated, and since then other groups of industries have taken 
it up till at last the General Council of the Trade Union Congress 
itself has taken up the matter in right earnest with some of the 
empiloyers’ group. As a result of this action the Report of the 
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Industrial Committee appointed to find out ways and means of 
establishing peace lias been accepted by the Council of the 
Congress. The Joint-Committee, more commonly known as the 
Turner-Mond Conference, after six months of discussion have been 
successful in issuing a Eeport which covers a very wide range of 
matter. These conversations first l>egan personally and informally, 
but then they had official recognition in so far as it had repre* 
sentatives of the Trade Union Congress and the Heads of the great 
industrial undertakings led by Sir Alfred Mond, now Lord 
Melchett. 

The Committee consisted of 50 members. They have set down 
six resolutions, and if these are accepted by the Congress 
and by the Confederation of Employers’ Associations and the 
Federation of British Industries, it will mean a great move for- 
ward in the conduct of British Industry and the relationship 
between Labour and Capital. The most important is the one re- 
garding the immediate establishment of a National Industrial 
Council. This will not be altogether a new experiment as such 
a body did exist and function during the War under Mr. Lloyd 
George’s government. The representatives on the National In- 
dustrial Council will be nominated on the one side by the National 
Federation of Employers’ Organisation and the Federation of 
British Industries and on the other by the General Council of 
the Ttnde Unions’ Congress, 

One of the functions of the Industrial Council will be to estab- 
lish Conciliation Boards to investigate any trade disputes referred 
to them by parties before a lock-out or a strike is declared. The 
entire machinery is to be on a voluntary basis, there is no State 
compulsion involved. 

The three main functions of the Council will be, if approved, 
to hold regular quarterly meetings for general consultation on 
the widest questions concerning industry and industrial progress, 
to establish a Standing Joint Committee for the appointment of 
Oopciliation Boards, and to establish and direct machinery for 
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continuous investigation into industrial problems. We trust the 
ileport of the (Jomrnittee will leceive sanction from l>oth sides and 
thus usher in a new era of peace in Industry and bring^ increased 
prosperity to the peoi)les of the British Isles. 

We are glad to leaiii that at the Sixteenth Trade Union Con- 
gress in September next at Swansea the Mond-Tumcr Oonference 
Rejxrrt will form the principal subject of discussion. 


W^e welcome the aiuiouncenieut of <he Government of India 
relating to the exclusion of women working under-ground in mines. 
Siidi a move was long overdue. The measure is characteristicailly 
cautious in its prohibitions, so that it will not be till the 1st April, 
1939, that women will have entirely disappeared from workings 
below’ ground. But taking all factors into consideration it is 
probably wisest to go slow. In' the main coalfields {viz., Bengal, 
Bihar and Orissa and the Central Provinces), and the Punjab Salt 
mines, as a special consideration it has been provided that tlie 
numl)er of women employed from April I, 1929, should not exceed 
the average number employed in 1926, and thereafter there w^ould 
be a 10 p.c. reduction annually. As to othei' mines, women will 
be i)rohibited from working under-ground from April 1, 1929. 
These regulations will not apply to quarries or to open workings. 
We wish that the rate of reduction w^ere i)ut at a higher 
figure, say 25 p.c. For we feel that when the owners realize that 
the elimination of women labour from under-gTound w'orkings is 
irevitable, they will make all the necessary adjustments to meet 
the situation and w’ill for their owm peace wish to reduce the 
length of the transition i)eriod. Goveinment have promised to 
consider suggestions to these regulations received before the 1st 
October, 1928. 

The strike at Sholapur Mills has also ended, certain con- 
cessions being made by the Management. 
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The Third British Commonwealth Labour Conference opened 
on the 2nd July, 1928, in London. Delegates representing in- 
dustrial and political Labour moTements in the, various parts of 
the British Emi)ire were present. The subjei*t8 discussed were 
Migration, State-trading within the Empire, and Inter-communal 
political relations. Mr. Bamsay MacDonald presided at the open- 
ing session . 

Diwan Chaman Lai caused a great sensation by 'withdrawing, 

along with other Indian delegates, from the British Commonwealth 

Labour Conference on the matter of the Simon Commission. It 

would appear that due to technitial reasons the resolution which 

the Diw^an wished to move regarding the Simon Commission could 

not be perrmitted. If this be the case, the Indian Delegation, w© 

think, should not have withdrawn however great may have been 

their resentment at the decision. But the subject of the Simon 

Commission, in spite of being definitelv political could not, as 
I * 

one would imagine, be precluded from this Labour Conference, 
because this Conference does discuss the questions of Inter-Coni- 
mon wealth political relationships and it might have Ijeen discxissed 
tliere. We do however feel that whatever i)articular views the 
Delegates might themselves have held on the subject the strength 
and develoi)ment of Trade Unionism in this country itself did not 
warrant their action in London. The mass of the workers in 
India are so ignorant and so economically depressed that they 
themselves have hardly any notions about Politics, the Cawnpor© 
Trade Union Congress Eesoluiion notwithstanding. 

The next meeting of the British Commonwealth Labour Con- 
feienee will be held in London in 1930. 


The Bombay Municipal Corporation, which airpointed a 
Special Committee to consider the advisability of granting relief 
to the families of the mill-strikers decided against the proposition. 
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The Ninth All-India Postal and R.M.S. Union (Madras Circle) 
was held at Secunderabad, Hyderabad. Mr. N. M. Joshi presided. 
Mr. T. P. Mukerji, the (jeneral Secretary of the All-India Union, 
was also present. In the course of his Presidential Address 
Mr. Joshi said that the Post Office Unions were tlie best org^anised, 
and they should take the lead in the forination of a Federation 
of all Government Service Associations. He said that Govern- 
ment was the biggest employer of Tiabour of all kinds, and at) 
effecitiv© federation would help not only the cause of I.abour in 
Government but also in private industry. He also suggested 
that the men recruited for the highei* appointments, who were 
now directly selected, should l>e appointed after successfully quali- 
fying in an All-India test; and furtliermore that these posts 
should be filled departmentally by men in the lower grades who 
had shown special abilities and (pialifications. He did not approve 
of Post Ollice revenue being utilized to assist the IVlegrapli and 
the Telejihone Departments, as these were mostly used by the 
richer sections of the community. He felt that these surpluses 
should first be utilized for the extension of postal facilities in 
rural areas, then to the improvement of the pay and prospects of 
liostal employees, and lastly for the reduction of postal charges. 


The Bengal Government intend to ask for the increase of 
pay of the Police constables from Es. 18 — 22 to Rs. 22 — 26, and 
are going forward in providing better housing conditions for the 
constables both in the town and rural areas. We commend this 
move. We feel that all subordinate service men, who are the 
pivots of some of the most vital services of the Government, should 
be decently paid and housed so as to attract decent and educated 
men into these services. 

The strike of the East Indian Builway workers at Lillooah 
ended suddenly on Monday, the 9th July, 1928, on its 184th day. 
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Mr. K. C. Mitra, the Strike Leader, himself leading the 6 to 7 
thousand men to the workshop gates. Mr. W. 0. Mould, Deputy 
Chief Mechanical Engineer, received the men, and on their in- 
dividually signing a pledge allowed them to enter the works. 
The strike ended with the unconditional surrender of the strikers. 
So has ended this sad and tragic fight. It involved about 12,000 
workers. 

S.K.R. 
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The Economic Consequences of Mr. Churchill. By J. M. Keynes. The Ho{yarth 

Press, London. 1925. Is. 

This essay belongs to the category of ephemeral literature, and whatever 
value it may have possessed in 1925, it has ceased to possess any at the present 
day. Of course, it is written in the usual brilliant and pungent style of Mr. Keynes 
and it may have some place in the history of controversial post*war Ijiterature 
in England. 

The essay was written to attack tlie monetary policy of the Baldwin Govern - 
meat — the policy of return to Gold. No doubt, that policy did produce some 
of the harmful effects which Mr. Keynes has mentioned. It did involve the 
curtailment of credit, the fall of exports, an increase in unemployment, and 
meant a heavy strain on the country. That is the price which a country has 
to pay temporarily if it follows a policy of deflation. But the question is, whether 
such a price is justified or not ! 

One of the chief reasons for the adoption of this policy was to restore the 
financial supremacy of London in the international world, and Mr. Keynes him- 
self admits in his article on ‘ The Itritish Balance of Trade, 1925 — 27 ’ in the 
Economic Journal of Deceinher, 1927, that free international balances are again 
coming to England. And he records that “the city opinion basing itself oi 
general observation of facts does not doubt that the return to gold restored the 
position of London as a depositary along with New York of foreign balances.” 
As a matter of fact the policy pursued by Mr. Churchill has justified itself by 
its results and the attack of Mr. Keynes has been proved futile by events. 

Gurmukh N. Bingh. 


An Economic History or Modern Brit.\in : Tiir-: Early Railway Age— -1820 — 1850. 

By J. H. Clapham. The Cambridge University Press. 1926. Pp. 623. Price 

258. net. 

Mr. Clapham has already made his mark as an economic historian by his 
hook — ‘ The Economic Development of Franc/C and Germany.’ The distinction that 
that book brought him will be well sustained by tlie present volume. This covers 
a short period of thirty years, during which the economic conditions obtaining in 
Great Britain are described in a *minuteness of detail all its own. The author 
has searched every n(X)k and corner of Britain for material and has placed before 
us enlightening facts about all the phases of the economic life of that country. 
The width and depth of his researches are admirable and the scholarly way in 
which the whole material has been put together is excellent. The volume, although 
it requires patient reading is worth perusal by all those who wish to get an 
authentic and comprehensive view of economic Britain during the period dealt with. 
The volume will also prove a valuable guide for the treatment of similar subjects 
in relation to other countries. 
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The volume is divided into two parts — (1) Britain on the Eve of the Kailway 
Age — 1820 — 1830, and (2) Early Hail way Age, 1830 — 1850. The phases of the 
British economic life treated in the periods are agriculture, manufactures, com* 
merce, money, banking and insurance, population, communications, economic 
activities of the state, and life and labour — all, in their various ramifications. It 
is not possible to give, in the short space at our disposal, an adequate idea of all 
these phases. We wnll, therefore, content ourselves with noting briedy, certain 
points about tlui important tijeme of communications although, it must be said, 
that the «»ther topics treated in the volume are, by no means, less important. 

When the period covered by the volume opened, the means of transjjort and 
travel in Great Britain were excellent. The roads were quite efficient; although 
a bit inferior to those of Sweden, yet they were as good as those of France whore 
“ Scientific road-making was an older art than in England.” The canals, how- 
ever, were unique. Nothing like the British canal system could he witnessed 
anywhere on the Continent. The canal system had ” within the short space of 
half a century” linked up ‘‘opposite seas; river basins separated by numberless 
chains of hills and mountains; industrious towns; fertile plains; and inexhaustible 
mines — a system more than 1,000 leagues in length, upon an area not eq\ial to 
one-fonrth of France ” (p. 76). 

The British canal system was practically complete by 1830. Its development 
had, from the beginning, been greatly influenced by the question of transporting 
fuel — cml — but although the transport of coal was very important, it was only 
secondary to the movement of merchandise. Bnt during the period of the ascend- 
ancy of the canals, partly owing to the absence of competing systems of trans- 
port, no improvement had been effected in the types of boats used, so that the 
canals were not ” markedly more efficient ” when the canal ver^u/t railway eon- 
troversy started in 1825 than they had been previously. 

The proponents of the railway pointed out that the railway was not a new 
thing in England : Wooden railway roads were started in the time of Charles I, 
iron-wheeled w'aggons were used about 1750, cast-iron plate rails between 1707 
and 1770, and cast-iron-edge rail in 1789, Bai'hvay road developed greatly after 
1790 witlj the development of mining and metallurgy. But, all this wljile, horses 
had been used for traction : the locomotive had not come yet. It cajue in 1823 
and was successful by 1829, although the victory it achieved was not easily won. 
This is clear from the fact that even in 1834 the directors of the Carlisle Line, 
which was nearing completion, were discussing horses. The reason was that the 
locomotive w’as ‘ imperfect and, to the general public, unknown.’ But when both 
these obstacles in its way w’ere removed, the locomotive railway easily triumphed 
over its rivals — canals and roads. Between 1825 and 1835 as many as 64 Rail- 
w'ay Acts went through Parliament and during the years 1836 37 39 more were 
passed. From the last date till 1844 there w^as a general InU in railw^ay con- 
sfruefion. But enthusiasm again awakened in 1844. From 1846 ” The railways 
of the country, still far from complete, w'ere settling down into a system ” (p, 350) : 
some amalgamations took place. 

The canal interests struggled hard against the railway, bnt to no purpose. 
Then, realizing that their day was over, they became ready to wund up. So the 
railways bought or leased 948 miles of canals which left ” some 2,750 miles of 
independent canals in Great Britain ” fp. 398). 

Like the canals the turnpike trusts also fought anl went under. The railway 
age began its thus far triumphant career. 


G.B.K* 
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Tuk (jienekal riioULEMs OF I’s^cHOLOGy. liy R. MacDougall, Ph.D. The Mew 
York University Press. 

This bonk is a valual)le addition to Professor MacDongaU’s already substan- 
tial contribution to the rapidly grovvin;^ literature on Psychology. It contains a 
trritical examination of the general problems of Psychology. These problems are 
tliree-fold : (1) to determine tVjc aims and point of view of the science, (‘2) to 
discuss the suitability of the varitnjs technical methods that may be employed in 
psychological investigation, and (3) to make clear the value of the application of 
psychological principles to the various branches of human knowledge and activity. 
These problems arc subjects not for investigation but for reflection and criticism. 
Psycludogists have been far too inicnt on collecting data and deducing conclusions 
to jjay much altcntio)! to those general problems. But no science can afford to 
ignore them altogether, if it is to develop on right lines. Prof. MacDougall has, 
therefore, rendcre.d useful service to I’sychology by writing this book. 

s.c.c. 
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TvIahadlv (loviM) Hanade. By James Kelloek. Association Press, Calcutta. 1920. 

Brit'C Rs. i-4. Builders of Modern India Beries. 

Mahadev (Jovind Ranade was one of the {greatest sons of India. He was a 
patriot to the backbone, and his patriotism expressed itself in regard to almost 
every problem! of the country. Her scK-ial, religious, political and ec/onomic prob- 
lems lie apprfjached for solution in the right spirit. At a time when most of the 
Indian nationalists were being swept off their feet by the real or imagined wrongs 
that India was said to be suffering at the hands of her foreign masters, Ilanade 
kept his balance. He studied every question with an unbiased mmd before giving 
his judgment. Take, for example, the economic problem of India. This is a 
problem of poverty. Ranade diagnosed its causes and suggested remedies accord- 
ing to his light. But amongst the causes the Home charges which had come t-<j 
be termed the “ drain ’ did not find a plac^. He analysed the true nature of 
these charges and assessed them at their proper value. Again, Ik? was not averse 
to foreign capital; its import he regarded as useful for the development of the 
t-ountry which lacked capital. And his idea of foreign competiiion, which was 
responsible for the dependence of India upon the single resource of agriculture 
and hence for her poverty, was sound. “ Foreign competition," said he, “ not 
because it is foreign, hut because it is the competition of nature’s powers against 
man’s labour — it is the competition of organized skill and science against ignor- 
ance and idleness — is transferring the monopoly not only of w^ealth, hut what is 
more important, of skill, talent and activity to others.” This soundness of thought 
characterized Ranade’s handling of all other topics as well. A goo<l notion of 
Ranade’s views on them can be got from a study of Mr. Kellock’s book. 

The book is divided into fourteen chapters and discusses every aspect of 
Kanadc’s life very clearly. The get-up of the book is good. The publishers 
deserve congratulations on that, as well as on their efforts to bring out this useful 
and handy series of Buildera of Modern India. 

X 


South Indian Gilds. By K. R. R. Sastri. The Indian Publishing House, Ltd., 
Madras. 1925. Pp. 48. Price Re. 1. 

In this pamphlet, the author gives us a notion of the existing gild organiza- 
tions in towns like Madura, and some villages, of South India. The merit of 
the pamphlet lies in the fact that the author has made himself personally 
acquainted with what he describes, but its demerit is that he only notes some 
of the points of contact between these Indian organizations and the mediroval 
gilds of Europe, and not also the points of difference. These latter it is necessary 
to have before us in order to properly see how far the Indian gilds approach the 
position of the European. The fact is that in India castes, being professional, 
necessarily carried on, and, to a small extent generally, still carry on, some of the 
functions of their mediaeval brethren, but the functions have pertained more to 
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Booiftl and religious than to industrial regulations, except in highly organized 
gilds, say, as those of Madura, where the regulations affected all caste activities. 
But leaving that aside, we flunk that Mr. S.astri has done well in pointing out 
the advantages that will accrue from the Indian gild organizations being given 
a proper and rec^ognized footing. 

X 


SoMR Aspects the Indian Cuuuenoy I’RoiiOKM. l>v I*. L. Cluiblani, M.A. 

lie. 1. 

This small pamphlet is the contribution of Mr. Chahlani to the poleiiiical lite- 
rature on our currency issues of the last year. It is a collection of five newspaper 
articles and one fiddress delivered by liiin last year under the chairmanship of 
Sir Basil Bla(*kett. Tlie contents and general tone of the publication being what 
they are, it does not call for an extended ludice so far as the readers of the 
journal arc contcrned. Mr. Chahlani is a strong supporter of the Gold Bullion 
Standard, and <?on8iders it to be a very great improvement on our ]ire-war system 
It is easy to agree with a number of points whieii he urges in its favour; but when 
he contends that the Gold Bullion Standard will give India a stable monetary 
unit, he puts forward for it a claim which will not l>e accepted even by its most 
ardent admirers. The establishment of convertibility of a currency into gold 
bullion, even without limit and for all purposes, is no guarantee against fluctua- 
tions in its purchasing power. On account of the exclusion of gold currency from 
active circulation, any discrepancy betw’een the purchasing power of currency and 
its fixed gold equivalent will md, necessitate the expansion and contraction of 
ctirreney. Fisher's plan wdiieli provides for the exchange of currency into varying 
quantities of gold, may possibly he effective for the purpose, but the system, which 
is now in operation, in England, and which is to be introduced in India, cannot go 
a long way in stabilising the value of currency in any country. Mr. Chahlani has 
also laid what is, in my opinion, undue stress on the. hearing of the tariff on the 
ratio problem. It is not necessary to examine his argument in detail, hut the fact 
that our tariff is mainly a revenue tariff, ought to suggest th? inexpediency of 
stating ‘ that the strongest argument against the Commission’s recommendation is 
that it seeks to nullify the protective effect of our tariff.’ This consideration is 
not held to be of any consequence by him, but is a conclusive reason for ques- 
tioning the soundness of his argument. The general conclusions of Mr. Chab- 
lani are sound in most cases, and if arguments used by him in their support appear 
at tiin^s to be of doubtful validity, it is necessary to remember that in carrying 
on a controversy in the press over an issue, the complexity of which few can 
or care to understand, it is not easy to maintain an air of academic detachment. 
The pamphlet is w-ell worth reading by all wdio want to ful’v understand all 
aspects of our currency problems. Mr. Chahlani has emphasized certain points 
which are generally overlooked V>y most of the writers on the subject. 

GyANCHAT!l>. 


Tyisf of Boohs Ucceived for Review. 

1. China’s Industries and Finance. By D. K. Lieu, the Chinese Government 
Bureau of Economic Information. Nan Ho Yen, Peking, 20, Museum 
Road, Shanghai. 


15 



114 


BOOKS Foil KEVIEW 


2. The PB 011 U 8 M of Trust and Monopoly CoNmoL. By A. P. L. Oorgon, 

formerly Hulme Exhibitioner of Brasenose College, Oxford. Oeorge 
Routledge & Sons, Ltd., Broadway House, 68 — 71 Carter Lane, LondoQi 
E.C. 

3. Patna Coli i?ge Chanakya Society Fourteenth Annual IIeport, 1926-27. 

4. The Facts of Industry : The Case for PuBLiciTy. Macmillan & Co., 

Limited, St. Martin's Street, London. 

5. 13conomics of Khaddar. By Richard B. Gregg. S. Ganesar, Publiafaer, 

Triplicane, Madras, S.E. 

6. Administration Report of the Idar State for the year 1926-27. H. B. 

Kotak, Dowan, Idar State. 

7. The Russian Experiment, 1917 — 27. By K. T. Shah. Publieiieps : D. B. 
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INDIAN AGRICULTURE AND INDIAN PEASANTS 

BY 

G. Findlay Shirras, 

G uj <17 0 1 ( ^ollege , .4 }x m erlo had . 

The monuBiental Beport of the lioyal Commission on 
Agriculture' in India covers nearly OOO pages and contains (UO 
recommendations. It is accompanied by fifteen Blue IBooks of 
evidence and, for a wider public, an abridged reix)i*t of ninety 
pages. The Report of this Royal Commission lives up to the reputa- 
tion of previous Commissions such as the Famine Commissions 
and the Irrigation Commission, all of which have been of great 
value to this country. In view of the fact that this industry 
concerns 250,000,000 souls and that nine'-tenths of the population 
of India live in villages, it is necessary to survey the field covered. 
The Beix>rt is unanimous except for small o(!casional dissents 
given in footnotes. The Commission spent two cold weathers 
on tour in India, travelling more than 18,000 miles and, in the 
intervening summer, took evidence from Experts in England. 
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I 

The terms of reference were ‘ to examine and report on the 
present conditions of agriculture and rural economy in British 
India and to make recommendations for the improvement of 
agriculture and the promotion of the welfare and prosperity of 
the rural population ; in particular to- investigate : — 

(a) the measures now being taken for the promotion of 

agricultural and veterinary research, experiment, 
demonstration and education; for the compilation of 
agricultural statistics ; for the introduction of new 
and better crops and for improvement in agricuiltural 
practice, dairy farming and the breeding of stock; 

(b) the existing methods of transport and marketing of 

agricultural produce and stock ; 

(c) the methods by which agricultural operations are 

financed and credit afforded to agriculturists ; 

(d) the main factors affecting the rural prosperity and 

welfare of the agricultural poimlation ; 

and to make recommendations. 

This was truly a comprehensive enquiry. The Commission, 
however, was not to regard as within the scope of its duties the 
making of recommendations on the existing systems of land owner- 
ship and tenancy or of assessment of land revenue and iiTigation 
charges, or the existing division of functions between the Govern- 
ment of India and local Governments. The Commission, how- 
ever, was at liberty to suggest means whereby the activities of 
the Governments in India may best be co-ordinated and to show 
how the Government of India may supplement the activities of 
local Governments in this all-important industrVr 
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The exclusion of land tenures and land revenue from the 
pui’view of the Commission may be, and has indeed been, the 
subject of criticism in some quarters. This is not unreasonable 
because a bad landlord can still impose an extra anna in the 
rupee on his tenant’s rent to cover the cost of his extravagances 
without in many cases any definite breach of the law. Land 
tenure in many parts of India, for example in the United Pro- 
vinces, is precarious. The Permanent Settlement introduced by 
Cornwallis has enriclied a class in Peiigal and (dsewhere, whose 
contribution to the budget is fixed and it has not conferred ad- 
vantages to tenants to the extent hoped for in 1793. It has 
deprived (joyernment, desirous of spending on the nation-building 
departments the sums so necessary, from increasing its land 
revenue. Cornwallis believed that the zemindar would make a 
settlement with the ryot as a * prudent trustee of the public 
interest.’ Sir John Shore, afterwards L)rd Teignmouth, Corn- 
waJlis’ adviser, strongly objected to the Permanent Settlement 
becaiise without the fixing of the ryot’s rights the landlord would 
be able to have his tenant at his mercy, Kemedial legisJlation 
has subsequently mitigated the hardship of the peasant. Similar- 
ly, in non -permanently settled areas some argue that without a 
reform in the land system rural prosperity cannot greatly incuetise 
without a more or less fixed demand in perpetuity. With 
this view one cannot agree, but every effort should be 
made to ensure that, with an increase in proiluction, the 
landlord will not come down on tlie tenant and take a dis- 
proportionate share in the resulfs of improvements made by the 
cultivator. In Bombay, for example, care is taken to see that 
improvements made by cultivators are not taken into consider- 
ation in fixing the State demand. A greater security of tenure 
and at least a temporaiy fixation of rents in certain areas would 
give the tenant cultivators a greater incentive to improve their 
lands. On the whole the exclusion of land tenures and the assess- 



i’iNDLAV SHtHtUS 


116 

ment of land from the scope of the enqiiiry was wise. It brings 
into prominence the vital factors which are even inore urgent 
and indeed more easily solvable. 

Ill 

What then is the real problem Ko one who has any ex-‘ 
perience of agricultui’al statistics can fail to see the answer. 
It is this. In India one person is required for the cultivation 
of 2 0 acres while in England one person can deiJ with 17*3 acres. 
The Indian Industrial Commission bix)ught this clearly out in their 
Repoiii. The yield so fai* as it is comparable is from two to two 
aud-a-halt times as great as in ludia.^ and the outturns vary very 
much more from area, to aiea in India than in England. ‘ The 
beet in India/ says Sir Charles I^w formerly an experienced 
Director of the Ctmtral Provinces, ‘ is little, if at all, behind the 
English average ; the worst compares closely with English yields 
in the 14th century and can be improved as they have been.- 
Agricultural technique has greatly improved in certain areas 
with undoubted advantage to the peasantry, thanks to the work 
of the Central Agricultural Institutions under the charge of the 
Government of India and of the Agricultural Departments of the 
Provincial Governments. The general average however of Indian 
production and Indian rural welfare is, ail things considered, 
lower than that which prevails in some Asiatic and in all 
European States. The scientific organisation of production is 
pressing indeed. The terms of reference included an enciuiry 
into the question of agricultural credit and indebtedness, perhaps 
the gravest of the many handicaps to niral prosperity in India. 
One must be careful not to overstate the case of the poverty of the 
ryot. His life is not always squalid and meagre. He has his 
own comforts and adornments, his dress for festive occasions, his 
brass and copper vessels, his plough cattle, his milch cow or 
buffalo, and cart. Like the village money-lender he does not 
have tables and chairs because he prefers to sit on the groundi^ 
About 32 years ago a first class settlement oflS^cer, now Sir 
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nald Oaddoek, made iiivesti gat ions in a district to classify the 
tenantry of every village in his distriitt. He divided them, into 
four classes ; — 

(1) Those well-to-do, who lent money and grain; 

(2) Sii)>8tantial cultivators, comfortably oif and quite free 

from debt ; 

(3) The average ryot, indebtefl, but within his credit, 

without any mortgage on his lands; 

(4) Two categories ; — 

(a) Cultivators seriously involved in debt and 

with holdings mortgaged ; and 

(b) V^^ry i)etty cultivators with little or no credit. 

This was what may be termed the helpless 
<uiltivator. 

The results were in each class as follows : — 

Class (1) from 5 to 10 per cent. 

,, (2) ,, lo to 25 ,, 

,, (3) ,, 00 to T5 ,, „ 

(4) ,, 5 to 10 ,, ,, 

In poor villages (1) and (2) would be few but (4) was seldom 
more than from 15 to 20 per leiit, of whom very few tell within 
the second group of this cdass. 

Care must be taken not to base too much from a limited 
range of instances. As every one knows, villages vary with the 
depth and quality of the soil, the soiPs capacity to retain mois- 
ture, and other factors. In (lujarat these figiu'es would not be 
far out on the whole, and they are of much interest. They are 
not— a caveat is necessary — to be regarded as precise and as 
applicable to the entire agricultural population of the whole of 

Indian 
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The mast glaring difhcnlty is the blight of illiteracy that 
exists up and down the c?ountryside. That is the root of all the 
evil. In India, at the last census the number of persons who 
vrere literate in the sense of being able to write a letter in any 
language and read the reply was 22 i) millions or excluding 
children under five only 8*2 per cent of the population. The 
percentage of literacy among the total population of 20 years and 
over is but ITT for males and 2 for females. The Commission in 
Chapter XV on Education emphasises their ‘ considered opinion 
that illiteracy presents the most formidable single obstacle to 
rural development in the widest sense. The fact that of the 
population of twenty years of age and over, nearly ninety per 
cent cannot be reached directly by the printed word creates a 
barrier between them and every branch of useful knowledge. The 
resources in peisonnel and money which aie available are entirely 
unequal to the task of helping the mass of the cultivators by the 
spoken word. It is the moi‘e unfortunate that it should be so, 
as the eviden(!e we received shows that the rural community is 
by no means slow to adopt any form of improvement, of the value 
of which it is convinced. We are persuaded that the only hope 
of substantial progress lies in the mobilisation of all the available 
forces, both public and private, in a determined attack upon 
illiteracy.’ The heart of the problem is the spread of liferacy 
among women and the introduction of compulsory primary educa- 
tion to be measured by decades. 

There are other factors of no less difficulty. For example, 
Indian veneration for the cow has startling economic results. 
The annual economic loss caused by 25,000,000 superfluous cattle 
is more than four times the land revenue. In his Presidential 
Address at the last meeting of the Indian Economic Association 
the President was of opinion that no important economic change 
can take place without influencing popular Hinduism. He 
instances the fact that in the more developed parts of the Punjab 
* with its higher standard of livings the Hindu, pressed no doubt 
by economic necessity, has begun to realize that he cannot afiord 
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to maintain old or bad stock in bis lyres. . . . An enquiry was 
recently made in ten villages belonging to Brabmins, Rajputs, 
Jats, Sainis, and Labanas, all Hindus, to discover tbe ntimber 
of disabled and useless cattle maintained on leligious grounds. 
It was found that not a single bullock was kept which was unfit 
for work and that the moment an animal drops its yoke, the 
earliest opportunity is taken to get rid of it. . . . Enquiry was 
also made to discover how many cows there were in these ten 
villages which had given no milk for 18 months and had shown 
no signs of calving again. Only two were found though the 
villages contained over 500 cows, and of the two one was kept 

by a Mohammadan A generation ago there was hardly a 

Hindu who did not set aside a portion for his cow before sitting 
down to a meal, hut now there is hardly one in a hundred who 
does this.’^ This doubtless applies to the advanced portions of 
the Punjab only and would be the exception, so far as the 
superfluous (*attle is concerned, in India generally. In Gujarat 
especially, conservatism is ingrained, and this is well seen, too, 
in the attitude towards animal life. There is a great reluctance 
for religious reasons to kill any animal, and thus the animal 
w'orld is not kept in its place. It competes with man for the 
produce of the soil. An Expert, who gave evidence before the 
Commission, estimated that the average loss of grain and fodder 
and fruit crops from animal depredations was from 10 1o 20 per 
cent of the total yield. Thus monkeys, pigs, peacocks, porcu- 
pines, etc., are permitted to consume what ought not to he con- 
sumed by them. Tt must he left to Hindu theologians to disc^over 
a solution of the conflict between economics and transmigration. 
There are other factors much less difficult. There is the wastage 
from disease such as malaria, plague, cholera, and hook-worm. 
There is wastage from diet deficiency. Colonel McCarrison of the 
Indian Medical Service and Japanese scientists have been doing 
considerable . research work in connection with diets. He found 

J Indian lonrnal of Economics!, Jan. 1928, pa^e 487. Mr. M. L. Darling, T.O.B. 
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that tile diet of the Sikhs aaid Pathans, while the same aa that 
of the Madrassis in quantity, differs remarkably in comiwneiita. 
The latter took milk in the form of eurds and cheese, leafy 
vej^etables, and a small amount of animal food-materials which 
were lacking in the general diet, and this may explain, the greater 
statiu-e of the former. There is moreover no <|iiestion that 
nutrition is diiectly responsible f(>r (‘ertain diseases. There is 
again the fact of the recklessness of the village borrower who 
accepts indebtedness as a settled fact. Thirty-six per cent is the 
usual minimum and eA^en in Ihe Punjab legislation dealing with 
indebtedness does noi prevent rural money-lending from ranking 
second in the yield of income tax. The burden of debt is heavy, 
mainly because the p^sant accepts indebtedness as a ‘ settled fact 
and a natural state of life.* Marriages, funcials, pilgrimages and 
other religious festivals are occasions when ])rofiise exj)enditure 
bearing no relation to income or capital is made in accordance 
with" social and religions custom. The author of the interesting 
hook ‘ The Punjab Peasant in Poverty and Debt ' has given 
examples where cultivators have spent ten, twenty, and even fifty 
time® their annual rental on the purchase of a suitable wife for 
himself o-r for his sons and on the festivities which a wedding 
necessitates. Gifts of jewellery form sometimes one-half or two- 
thirds of the expense of marriages. 

TV 

The recximmendations of the Commission, if accepted, will 
revolutionize Indian agriculture to the great benefiti of the 
cultivator. Some of the recommendations will take decades to 
complete, and others cannot bear fruit in the immediate future. 
An agricultural policy has been outlined and it is here that the 
lasting value of the Bepoi*t lies. It is doubtful whether the 
Reforms have assisted in the application of science to agricul- 
ture, as the Central Government was no longer concerned with 
agriculture in the provinces to the extent that hitherto had been 
the case. Agriciilture became a transferred subject under a 
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Minister. Tlie ('entifil (jfjverninent, ex(*ept to the veiy limited 
extent in regard io its powei's of siijavi iniendencf' and eonirol over 
transferred siibjecLs, has, of eoursi*, no longer ('oneeiai A\ith trans- 
ferred subjects. No provision was nunb' toi* the eo-ordifiat ion of 
the central institutions for res*‘‘arch with t)ios(' in tin* provimes. 
This has hindered rather than assisted tlu* a])]>lie;ition of s<*ien<e 
to agriculture. It has be('n said that the greatest fertiliser re- 
quired by Indian agriculture to-day is finance. There is some* 
truth in this. The ])rovinc(*s alon*', with a revenue of about 
ninety crores of laipees, are spending on agriculture, excluding 
veterinary charges and co-o]>erative f j-edit scjcieties, only lis. 117 
la.khs or 1*3 per cent, or, if veiiM'inarv charges and co-operative' 
credit societies be included, Rs. 207 lakhs or 2*3 per cent. 2 The 
following table in rounded figiires gives the salient facts: — 

hbKPRNDITlTUh] ON AOH.K niLTURR. 1020-27 


{Figures are in lahhii) 



Agriculture.* 

i 

Veterinary 

charges. 

Co-operative 

Societies. 

Total. 

I 

Central Government 

17 

8 


25 

Madras 

Id 

8 

7 

31 

Bombay 

17 

5 

5 

27 

Bengal 

12 

4 

5 

21 

United Provinces ... 

22 

i 

H 

ao 

Punjab 

22 

13 

0 

1 44 

Burma 

0 


4 

18 

Bihar & Orissa 

0 

4 

a 

13 

Central Provinces ... 

11 

^ I 

2 

Id 

Assam 


1 

T 

5 

Total 

135 

j 50 

ao 

280 


*Imdufliiig works. The figures in this table are given to the nearest lakh 
(Fin. and Rev. Accounts, Table No. 68-A, 1020-27) and exclude approximately 
ten lakhs, charges under Agriculture in England. 


2 Table 68* A, Finance and Revenue Accounts, 1026-27. 
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It is not possible within the limits of a paper such as this 
to set out nil the niaiii recomiuendations, much less to criticize 
even the most important. It is, however, possible to sketch the 
policy as outlined by the Commission in such a way that he who 
runs may read and reading understand. The broad conclusion 
of the Commission is, a better life for the villager is absolutely 
ne(?essary, and to achieve this concerted effort is a sine qua non. 
The responsibility for initiating steps must rest with Government — 
both the Gk>vernment of India and Provincial Governments. 
‘ If,’ says the Commission, ‘ the inertia of centuries is to be 
overcome, it is essential that all the resources at the disposal of 
‘he State should be biyjught to bear on the problem of rural uplift. 
What is required is an organized and sustained effort by all those 
departments whose activities touch the lives and the surroundings 
of the rural population.’ Sir Muhammad Habibullah, Member in 
charge of Education, Health and I^ands in the Government of 
India, has lost no time in calling a Conference of Ministers of 
Agriculture to discuss the proposals and the Conference began 
its sittings early in October. It is understood, Provincial 
Governments are also considering the proposals in order to follow 
the course set by the Royal Commission. 

The peasants’ great hope of salvation, the Commission right- 
ly believes, lies in the extension of well-organized co-operation 
based upon careful education and scientific training. In the view 
of the Commission the progressive adoption of compulsory educa- 
tion is the best basis of co-operation. Official action in this 
direction, aided by educated Indian opinion, will in the meantime 
be necessary. The spread of literacy among women will result 
in lasting literacy among the young. Compulsion should be 
introduced as rapidly as local conditions permit, and should be 
preceded by a campaign of explanation and persuasion. Wher- 
ever possible, the policy of establishing " central ’ schools should 
be adopted and " single teacher ’ schools converted into ' branch ’ 
schools. Teachers should be recruited to the utmost practical 
extent from men of rural origin and upbringing. ITo attempt 



INDIAN AGRIOULTUHE AND INDIAN PEASANTS 125 

should be made to teach agrieultiiro to boys in ijriniary schools, 
but vernacular middle schools on the lines of the Punjab experi- 
ment, which include agriculture as an optional subject in the 
curriculum, should be encouraged. The Commission believes, 
there are advantages in meeting the i)opular demand for the 
teaching of English in vernacular middle schools, and the addi- 
tion to the curriculum of high schools in rural areas of a course 
in agriculture on the lines of that given in vernacular middle 
schools of the Punjab type, but of a more advanced character, 
would be productive of good results. Agricultural Colleges should 
be aihliated to Universitic\s. 

With more and better education as (jutlined in Chapter XV, 
most of the problems touched on in Chapter XIY (The 
Village), Chapter XITI ((\>-operation) and Chapter XII (The 
Finance of Agriculture) would not be dilfi(*ult. Moreover, the appli- 
cation of science to agriculture and animal Inisbandry would 
follow as a matter of course. The half-bearted attitude to re- 
search would ' soon disapi)ear. Important lecoimnendations are 
in this connexion put forward, viz., the creation of an Imperial 
Council of Agricultural Researcdi of 89 members, three of whom 
would bo whole-tiiiK? members. 

The Council would be entrusted with the adminivstration of 
a non-lapsing fund of Es, 50 lakhs, to which additions should 
be made from time to time as finances permit. It is pro}>osed, 
that, of the three whole- time members the Chairman should be 
an experienced administrator and the other two eminent scientists, 
representative of agriculture and animal husbandly, respectively. 
A provincial research committee should he established in ejich of 
the major provinces. There will thus be concatenation between the 
Central Agricultural Research Institute at Pusa and the provincial 
research institutes. 

Several important recommendations are made in regard to the 
diseases of live-stock, to seed distribution and to seed-testing, and 
to the necessity of bringing by demonstration the results of re- 
search into the heart of the village. Other recommendations deal 
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with the ftiabdivisiou and fragmentation of holdings, irrigation, 
markets, co-operation, and the wiles of the money-lender. 

One of the best chapters in the Heport — Chapter XVIII — deals 
with the all-important question of statistics, ‘ statistics relating 
to cultivation and ciops; such trade statistics as have an imme- 
diate bearing on agiiculturai production ; statistics relating to live- 
stock and implenients ; vital statistics, and the statistics necessary 
to ail aectirale presentment of subje<;ts relating to loiral welfare*’ 
The Commission counted among its members several specially 
qualified by experience to sjjeak on these matters. The writer 
lemembers a study of the statistical machinery in the Dejiartment 
of Agriculture in Washington, where the statistical department is 
perhaps one of the largest and best in the world. No real progress 
in agriculture can be made without full and accurate statistics, 
and the value of these statistics both to the farmer and the trader 
is universally recognised. In the Dominions there is a strong 
central bureau and, as in Australia, also provincial offices. If the 
CuuMcil of Research is created, it will, like other bodies be engaged 
in the problem, require statistical information, and the value of 
an efficient central de})aiiment to the provinces is also clear. The 
(kmimission recommends that the present statistical organisation 
of the (iovernmeni of India should be strengthened by the appoint- 
ment of a Statistician of first rate ability as head of a separate 
Department of Statistics, and the appointment of this officer 
should ])recede any c’hanges in the present arrangements for statis- 
tical work. It is hoped that as a result of his appointment a 
Bureau of Statistical Information would be created, with the ad- 
ministration of which leading economists, scientists, and business 
men would be closely associated (])aras. 538-539). 

The Commission has also dealt with the question of population. 
It is true the birth-rate is high but the death-rate is also 
high, and there is very great wastage of life up and down the 
countryside. The League of Nations has recently shown that so 
far as Asia is concerned, population, as compared with 1913, has 
not increased so rapidly as the outturn of food-grains and raw 
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material, or Ike of trade. Tiie variation to per cent 

between the populalioji of the census of il)ll and that of 1921 
was only +1-2. In the bettonnent of agriculture in India tkis 
problem is of considerable interest. Ooik lusions have fro-m time 
to time been put forward on this (question, which do not bear 
examination by tlu‘ (miineiitly impartial method of statistics. 

The Commission has laid down in broad outline what in their 
opinion ought to bo the futuie agricultural policy of India. The 
solution of thi‘ great ])rol>lem is the realization by the peasant 
of the possibilities of im]>rovemeiit by official action aided by the 
sympathy of (‘ducated opinion. The clninge of outlook in the 
Indian village, ac(‘()iding to l^ord Linlithgow luid his (olleagiies, 
must rest on the initiative^ of (lovernment, especially of Piovincial 
(juvernimmls. It is true that ‘ unless the cultivator has the 
will to achieve a lietter standaid of living and the capacity, 
in tonus of mental eqiiij)ment and of ]/hysital lu'alth, to lake 
advantage of the (jj)portunities which science, wise laws and good 
administration may place at his disjrosal,’ no real improvement 
is ]iossible. The Commission, however, adds that ‘ we have no 
h(‘sitation in alfirming that the resj)onsibi1it y for initiating the 
stejis re([nired to effect this ijuprovemeiit rests with (jovernment.^ 
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A. C. Sen Gupta, 

Morris College, Nagpur, 

Tlie appoiiitiuent of the lioyal Commission on Agriculture in 
India in April, 192<), raised high hopes in the minds of the people. 
There were, no doubt, some people who suspected and said it was 
only an attempt to divert the attention of the country from indus- 
trial development. They forgot that agriculture was by far the 
most important industry of the country and improvement of agri- 
culture would benefit the largest section of India’s population. 

The Iteport of the Commission has not been very warmly 
received and there is a certain amount of disappointment with it. 
Real constructive recommendations for the whole of India are 
difficult to make. The conditions, crops and the problems are so 
different in different pails of the country, that it is doubtful if one 
(/ommission and a common report for the whole country is the best 
way of getting about it. A longer examination of the special prob- 
lems of each province and a separate report for each province would 
have been more satisfactory and useful. No doubt it would have 
meant more time, labour and expense, but all these would have 
been quite worth while. Had they adopted this course, the 
Commission would at least have esc'aped the complaint of a 
Bombay critic that the Punjab was not India. That the Punjab 
looms large in the Report cannot be denied. But it may be quite 
reasonably argued that the Punjab is doing more in the direction 
of rural enquiry and rural betterment than any other province. 
The great ability of Mr. Calvert and his intimate acquaintance 
with that province are no doubt to some extent responsible for 
the many references to the Punjab. 

A common report for the whole country has been Issued and 
we must make the best of it., The only way to remedy this 
defect now is for each province to appoint its own committee to 
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consider how far and to what extent the findings and recom- 
mendations of the Commission are applicable to itself and to 
suggest necessarv aciion. The i>r()blems are <lit1'erent not only 
in differeiil jirovinces but in different parts of the same j)rovince. 
To take th(' Central Ihoviiiees for example, the jn’oblems of the 
cotton-jwodueing districts are diflerent from the ]>rol>lems of the 
wheat-])rodiicing Narbudda \' alley and the |>roblems of these are 
dift'ei'cnl from those of ib e-prodneing (diatt isgarh . Some of 
these differences are due to the nature of the c rop grown, the 
nature of the soil and the eliaracteristics of lainfall. Hut these 
are not all. Thus, for example in the eotton (ountry, tliere' is 
very little burning of the eattle-dung and in (Miattisgarh that 
is its piincipal use. In ( 'hattisgarh, on aeciount of the old tribal 
custom (now defunct) of Lakliabatta and differences in the (|uality 
of lands in the same village, the problem of fragmentation has 
assumed serious proportions. Nowhere else in the province is "tihe 
problem so serious. Tfence arises the importance of and necessity for 
a small provincial committee. 

Another complaint has been that the Commission have said 
nothing startlingly new. Thovse, who are familiar with the writings 
of men like Oloiiston and Howard, will find very little that is 
new in the Report. But, after all, a Comniission/s report is not 
the place to look for startlingly new things. Students of 
Economics will find the Evidence volumes very interesting and 
instructive. 

The Re]x>rt is useful in bringing out clearly what is being 
done in different provinces towards the solution of any problem 
fbat is common for the whole of India, e.g., the Co-operative work 
in the Punjab and the legislative action in the Central Provinces 
to effect consolidation of agricultural holdings. But more in- 
teresting and perhaps more universally applicable is the method 
adopted to cheapen improved implements at Hrnaw'bi near 
Rangoon, The Commission suggOwst : "'In so far as cost is a 
deterrent to the adoption of even comparatively inexpensive im- 
plements, the agricultural departments would do well to consider 
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the possibilities of: iirnss j)roduction of the wooden parts of such 
imidemeiits. At the departmental farm at Hmawbi close to 
Eaugoon, we saw a striking example of the reduction in price 
which such mass production can effect. The indigenous plough, 
consisting of a wooden frame and iron share, costs Es. 5 to Its. 6. 
The share costs annas 8 to lis. 1-8 according to sisse. A strong 
frame, when made l>y hand, costs Bs. 4-8, but can bo turned out 
by machinery in lots of 200 at Rs. 1-12 each, thus enabling a much 
improved share costing Its. 2-8 to be fitted and the whole pilough 
to be sold at a price below that of the inferior indigenous plough. 
The result was that the imijlement recently introduced was selling 
rapidly.’’ This is an idea indeed. 

The Commission have also done good servic^e in emphasising 
the importance of assisting agriculture and en(;ouraging the use 
of agricultural riTiprovements by means of lower railway rate. 
On the continent of liurope the railway rate has been used by 
different governments even in the present century for the further- 
ance of national trade. That the railways can help agricmlf iire 
in this way admits of no doubt. It may even be the most paying 
policy for the railways to adopt, for if more is produced, as a 
result it will mean more triitfic for the railways. Thus in con- 
nection with the railway rates on fertilisers, the Commission 
point out: “ Any considerable increase in the crop yield as a 
result of the use of such manures — and for such use price is 
often the limiting factor — must eventually lead to an increase in 
traffic and thus l>enefit the railways concerned ” (p. 94). The 
Commission recommend that railway freight rates on agricul- 
tural machinery and implements should be re-examined and where 
possible concessions should be given (p. 114). Railways do not 
regard sugarcane mills as agricultural implements. This, in the 
opinion of the Commission, deserves examination. The term 
** agricultural implements ” in the tariff schedule should be 
interpreted in the sense most favourable to the interest of the 
cultivators (p. 116). It will be news to many that the railways 
charge the same for a newly bom calf as for a cow and the 
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( ■oiumission leeoninieiKl (*an*iage of calves iinder one 

month. 

Willi the foihlei jiroVileni us acute as it is in certain months ot 
the year, ('.r., from ^larch to July in the Central Provinces, it 
is interostin*>‘ to note the information, supplied to the Commission 
by the Cliief Conservutor of Forests in the United Provinces, that 
tlie freight charges make it unprofitable to send even baled fodder 
more than 50 miles by rail. The Commission, recommend that the 
railways should <‘har^>'e the lowest rates lor transport of fodder 
coin]ialil>le with their position as profit-earning* concerns. In 
iliis connection it may he imj^ortant to note that “ From t^xpeii- 
nients c jiiducted by tin* hVuesI Department in the Central Pro- 
vinces in 1912-13 it seems doubtful, indeed, whether the ordinary 
cultivator is at present willing to purchase fodder at all. He 
showed no disjiosition to take it when it was otTered at four annas 
a maund ’’ (p. 2(>2). liet us examine how far this doubt on the 
]>art of thf^ Commission is justified. The exjieriment referred to 
was undertaken in tlu' following circumstances : As a result of 
a Confeience held in 1909, orders were ivssued to ConBeiwators in 
1910 to undertake experiments for the supply of baled grass from 
various forest divisions in their cii*cles in order to encourage the 
Hall- feeding of cnffle by the local agui cult oral population. The 
result of these experiments aio given in Cliief Conservator’s letter 
No. C^-8T, dated the 14th January, 1914. He wrote as foillows : — 
Since 1910 endeavours have becm made to induce agri- 
culturists lo report to ^taU- feeding and to purchase 
baled grass pressed by the Forest Department, but 
practically no success has been attained and often the 
bided grass that has been stored has had to he written 
off in succeeding years or disposed of at a loss.*’ 

From the above it is clear that what has failed is the attempt to 
induce the cultivator to buy baled grass at a time when grass is 
jilentiful in the grazing grounds. The people prefer to gratae 
their cattle wherever possible. Biit from March till the rains 
come, there is a scarcity of grass in the grassing grounds and if 
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dried fodder can be made liable tb(m, or if the cultivators can 
be taught the use of silos, they may be quite ready to buy such 
baled grass or dried fodder. Il will prevent the waste of forest 
grass on the one hand and the deterioration of the live-stock in 
summer on the other. 

Some of ihe findings of the Commission do not speak well 
of the Agricultural de])artments. The Commission hold that 
Although, ever since IIk' rc'-organisation of the agricultural 
departments in 1905 manurial experiments have engaged a large 
part of their time and (energies and have been carried out in 
every agricultural station in India, it cannot be said that the 
agricnltural exy)erts lire even yet in a ])osifion to give satisfactory 
advice to the cxiltivator in regard to tlu' use of manures ’’ (p. 81'). 
Agtiiii in connection with the use of bone-meal they say, “ The 
first essential is to obtain definite data in regard to the price at 
Avhicb, and the crons for which,, the use of bone-meal is advan- 
tageous to tile cultivator. W(> suggest that the Agricultural 
de])ai'irnents should fak(‘ (‘ally ste])8 to collect the«e data ’’ (p. 
O'BY. We have often heard complaints tlint the fultivators do 
no< listen to the advice of experts. A bad or premature piece of 
advice mak(‘s fntiir<» progress more difncult, and the advice so 
far given i»! fhe inaifci has evidently been premalure. As re- 
gards the most important of tbt‘ agricultural implomonts— the 
plough — the expeits se('ni to bo in no beffer position. At present 
they are not in a ]>osition to speak of the comnarative merits of 
the eonntrv and the inversion plougb. Tt is, again, a point 
on wbieb sound advice can onlv be given to the cultivator on 
tbe basis of exbnustive trials of the eomnaraHve merits of the 
eonntrv and of tlie inversion nloiioh, on Tried out under his condi- 
tions and extending over a period of at least 5 vears ’’ fp. 112Y. 
T^or do the Oommission speak well of the efforts of agricultural 
officers to invent new types of implements. One of the reasons 
whv the work of the Agricultural OenaHment o-n imnroved im- 
plements has so far heen disannoinfing is that the idiosyncrasies 
of individual inventors have been allowed too free plav and that 
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the advantage of a continuous series of experiments fully recorded 
and handed on from one officer to his successor, has been some- 
times lost sight of (p. 112). But it will not be fair to close 
this subject without saying* something about the important and 
valuable work done by agricultural experts, e.g., the single 
seedling transplantation of rice, selection of suitable types of 
different crops. The introduction of roseum, a short-stapled and 
heavy-yielding cotton, by Clouston into the Central Provinces has 
during the last fifteen years, brought many crores of increased 
income to the cultivator ” (p. 100). It is claimed that it added 
Rs. 15 per acre to the profits of the cultivator. This worked 
out in 1917, when 700,000 acres were sown with roseum in the 
Central Provinces, to over a crore of rupees.’* (Howard: Crop 
Production in India, p. 64.) 

One can reasonably comjdain that the Commission have not 
allowed the two problems of alkaline soil and water hyacinth, the 
space and consideration that their importance warrant. On the 
question of alkaline soil, which is very important in view of the 
irrigation projects in Sindh, the Commission only say that where 
the soil is so stiff that drainage is entirely prevented ** injurious 
salts of soda and magnesia, accumulate, reducing the soil to the 
sterile condition so well-known under the names of usar, reh and 
kallar ” (p. 73). And again The treatment of alkaline lands 
has received more prolonged attention but the investigation has 
suffered from interruptions and more systematic and continuous 
research is required to discover measures to deal with the wide- 
spread evil (p. 850) . Howard complains that sufficient atten 
tion has not been paid so far to the conditions which are neces- 
sary for the formation and accumulation of alkaline salts. Almost 
all workers on this problem appear to have been obsessed by the 
importance of reclamation and by the need of obtafSning a practi- 
cal result.** (Crop Production in India, p. 46.) The Commission 
seem to be erring in the same direction. Howard does not agree 
with Hilgard and Carver about the causes of alkaline soils. The 
importance of finding out the causes cto be gathered from the 



THE AGRICULTURAL COMMISSION, 1926 — 28 135 

tcllowinj? : ‘‘If, as appears to be the case, poor soil aeration is 

found to be an iuiporiaiit factor in the production of alkali, we 
must expect that the institution of perennial irrigation on the 
itiff soils on the left bank of the Indus and in parts of Oudh will 
lead to the formation of alkali land on a large scale in a com- 
paratively short time, unless means are taken to maintain soil 
BBration.’* (Howard: Crop Production in India, p. 48.) 

As regards the water hyacinth . curse or the lilac devil, the 
situation has be(*omc very serious in Bengal. Considering the 
urgency of the problem in Bengal, Assam and Burma, one can- 
not help feeling that too little space has betm devoted to this 
question, although no doubt the Commission realise the gravity 
of the situation and recognise that “ Further research is urgently 
needed and in view of the fact that the pest has appeared on an 
extensive scale in four provinces, we consider that the foimula- 
tion of a programme for work of this character should be one 
of the first qtiestions to be taken up by the Council of Agricul- 
tural Research (p. 381). The importance of the question is 
apparent to those who have seen the waterways of Bengal. It 
is not a question of communication only, but cultivation itself 
suffers. As rice-fields are flooded, the lilac devil simply swamps 
the fields and the crops suffer if they are not completely destroyed. 
In the language of the Commission, “ This pest is most serious 
in Bengal where it not only completely blocks the smaller wafer- 
ways and renders the navigation of the larger ones very difficult, 
but spreads during the monsoon to cultivated land which it drives 
out of cultivation. We were informed that an estimate, that 
about three per cent of the occupied land in the Faridpur district 
was lying derelict from this cause, was a reasonable one ** (p. 
381')’. In some parts of the I>acca district cultivators have adopt- 
ed an ingenious method of protecting their rice-fields from this 
pest, viz., growing ‘ Bhaincha ^ as a sort of fencing round the 
rice-fields. The ‘ Bhaincha ' plants grow sufficiently tall and dose 
to one another before the invasion of the water hyacinth begins, 
to keep it out of the fields effectively. In parts of this district 
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wliere tliere Avas no malarial ftvei* before, a kind of fever has 
made its ai)pearai)<?e locally knoAvn as Kaclinri fever/' Kachuri 
being’ the name given to ihe water hyacinth. I do not think it 
lias been finally esiablished that the fever is in any way con- 
nected with tin* aiipeaiance of this plant. But the villag’ers connect 
the two, as the one has followed the other. The local theory 
asciibes the fever to the fact that on account of the thick growth 
of this pest the sun (cannot play on the water and i)roper ceration 
of the water is checked. 

It is not possible to do justice to a report of over 700 pages of 
rather (doselv printed matter in a brief review. I shall just say 
a few words about rural industries before I finish. Many who 
have an intimate knowledge of our villages, and their extremely 
insanitary condlHon, liave felt that if a man of Mr. Gandhi's 
influence had devoted himself to direct tlie energies of the 
villagers, in the off-season when their farms demand very little 
of their attention, towards the iiupix^vement of the village, a 
much richer ciop in the form of hotter health, greater happiness 
and corporate feeling would be barvested than can be got from 
tbe spinning-wiled. Of course the introduction of the one need 
not stand in tln^ wnv of the introdnction of the other — but it is 
only a C[iiestion of relative empliasis. The Commission observe ; 

Coiporaie action for the improvement of his village would, of 
course, give him something* to do: hut this awaits the awakening 
of a 7 )uhlic health con si lence and the revival of the corpora 
spirii in the village " (']>. 575). From every point of view this 
revival of the corporate s|)irit is of the greatest importance. 

As regards the village artisans the Commission quite rightly 
remark: ""Instead of standing in local isolation, thev must, if 
they hope to survive the struggle of eompetition, modem ise their 
own methods of work bv adopting power-driven machinery, as 
thev are alread\^ hcginning to do in certain rai’ts of the country. 
These artisans can also be trained to effect renairs, to stock and 
fit s]>are iiaHs and to handle successful! v the improved types 
of machinery whioh are bound sooner or . later to be introduced ^* 
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(p. in 0. 1'. villager tlie t urxjeiiler.s and blacks mitli.s have 

each their own clients auiung* the cultivators and lht‘y are given 
annually a certain ainuunt <}i grain per plough lor ejecting the 
necessary repairs and supplying the wooden parts, etc. 11 the 
craftsmen cannot koei) pace with improveuieiits in agiiculturai 

implements, th(*y will lost' their trad(‘ as many other < mitsmen 
have done, and the i»iessuri* of poi)uUiiion on land will increase, 
for they ^^'ill eithei^ become landless labourers in the village or 
cultivate tlie Hi tie land they ma\ possess. Ttiese craitsmen are 
jH)t tdl landless. The (knnrnissiou recommend, (iovernnient 

should also xnovide, when required, suitable courses in their 
technological institutes, in the lailway workshops, and in the 
eiigineering ^vorkshops ami on the faiins ol the agricultural de- 
partments ” (x>. 509). 

The C'ominission quite rightly discuss the qualilieations neces- 
sary in a successful l)i lector of Industries, for it is he who will 
havt^ to inti'odiK tiies(‘ improvemeuts. After all what the Govern- 
ments must see is that each province gets the man w ho can and 

does do the job. \\’ hat over his qualifications, if he cannot show 

tliat he has the imagination, ability and drive uecessaiy for etfect- 
ing these improvements, he must go and must make room for the 
man who can. The nuui who succt'eds should not be disturbed. 
In a certain province the Director of Industries is also the Registrar 
of Co-operative Societies, Chief Customs authority and Registrar 
of Joint Stock Companies. Now the work of a Director of 
Industries, ])roperly conceived and executed, will demand the 
whole attention of even the al)[est man. To make bim do so 
much, is to say the least unjust to him and unfair to the t“' ^,yer. 
The Registrar of Co-operative Societies should have enough on his 
hands to occupy the whole of his time. To make the same man 
perform both the functions and act in addition as Chief Customs 
authority and Registiar of Joint Stock Companies, is to induce 
him. to attend more to the routine work fhan to watch and conceive, 
execute and organise improvements and innovations. It may not 
be altogether a coincidence that the position of the Co-operative 
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movement in that province is not what it should be. No wonder 
the Commission lemark : ‘‘ We found few, if any, indications dur- 
ing our enquiry that the departments of industries were exercising 
any appreciable influence on rural development, and unless they are 
strengthened and their efticiency increased, it would seem that, 
BO far as the interests of the cultivator are concerned, there is 
little justification for their continued existence ” (p. 678). 

Bice mills, oil mills, cotton ginneries, sugar refineries, saw 
mills and tobacco factories ‘‘ are of special interest to the rural 
population, as most of them are open only for that part of the 
year when agricultural occuiiation is at its lowest ebb and the 
cultivator and his family, therefore, supply a considerable pro* 
portion of the labour employed in them (p. 566), e.g., 

“ Seventy-five per cent of the labour employed in the fifteen large 
sugar mills situated in Bihar and Orissa is agricultural (p 
676). The Commission however conclude; But even with the 
aid of new ideas and assistance in training and marketing, the 
contribution which rural industries can make, in reducing the 
heavy pressure on the .land, is infinitesimal and in the nature of 
things they cannot as a rule hope for ever to survive the increas- 
ing competition of organised industry (p. 575). Again, Speak- 
ing broadly, there can be no satisfactory blending of two avoca- 
tions. If, therefore, a marked reduction of pressure on the land 
is required, it must be achieved by a definite diversion of the 
surplus labour of the country to industrial centres ” (p. 564). On 
the whole this conclusion is quite sound. Certain selected indus- 
tries may flourish in the village and may give employment to a 
part of the rural population, but these cannot appreciably reduce 
the pressure of population on the land, specially when prudence 
plays so little a part in the matter of increase of population as it 
does in our country. The solution of the problem must be found 
in mass education and industrial development. As we cannot 
fight modem guns with our ‘ lathis,’ so also we cannot meet the 
competition of modem organised large scale industry with tke 
‘ Charkha.’ 
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BY 

B. G. Bhatnagar, 

Uni veraiiy ^ Allahahad . 

Though not lUHossaiy, yet for leasons that will hecoine clear 
as we proceed, I propose to review the report in terms of the 
criticisms that have appeared in the Press. In the Indian Press, 
the report has been characterised as full of platitudes and dis- 
appointing. 

The Commission were called upon by His Most Gracious 
Majesty “ generally to examine and rei)ort on the present condi-* 
tions of agriculture and rural economy in Biitish India and to 
make re(‘oniniendations for the improvement of agriculture and to 
promote the welfare and prospeinty of the rural population ; in 
particular to investigate : — (a) the measures now being taken for 
the promotion of agriculture and veterinary research, experiment, 
demonstration and education, for the compilation of agiicultural 
statistics; for introduction of new or better crops and for improve- 
ments in agricultural practice, dairy-farming and breeding of 
stock; (b) the existing methods of transi)orting and marketing of 
the existing agricultural produce and stock; (c) the metliods by 
y/hich agricultural operations are financed and ci^edit afforded to 
agi’iculturists ; fd) main factors affecting the rural ])rosperitv and 
welfare of the agricultural population; and to make recommenda- 
tions subject to the limitations that it will not be within the scope 
of the Commission’s duties to make recommendations regarding 
the existing’ system of land-ownei*ship and tenancy or of assessment 
of land revenue and irrigation charges, or the existing divisions of 
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functions between the Government of India and tbe local Govern- 
ments; but the Commission shall be at liberty to suggest means 
whereby the activities of the Governments in India may best be 
co-ordinated and to indicate directions in which the Government 
of India may usefully supplement the activities of local Govern- 
ments. ’’ 

Examining the Report in the light of the directions given to 
the Commissioners 1 find that whatever they have described or 
recommended is strictly within their terms of reference. Without 
going into the merits of each individual recommendation which 
is impossible to do within the four corners of a review article^ 1 
have no hesitation in saying that after reading through its 760 
pages I could hardly find a platitude to relieve the strain caused 
by its realistic and matter-of-fact outlook, and that there is nothing 
inherently platitudinous about their recommendations. Over and 
over again we find them emphasizing the need of inti’oducing only 
such improvements as may be within the limited resources of the 
average cultivator and the country at large. Over and over again 
we find them passing* over the more elieetive methods of develop- 
ment adopted in other countries in favour of either developments 
on indigenous methods and appliances or comparatively simple 
and less expensive innovations which are calculated to cause the 
minimum of break from the long-established traditions and 
practices of the people. And even then the journalists and some 
of the leaders of political thoug’ht have adjudged the report as 
full of platitudes, and thus created an unfavourable atmosphere 
about it. It is unfortunate that our journalists and political 
leaders sometimes let themselves go without giving sufficient 
thought on some very momentous issues. They do not realize that 
in this country, where independent thinkers are so few and where 
most of US take our cue from the press and the platform, a very 
heavy responsibility rests on their shoulders in the matter of 
passing judgments on matters of such great moment to the millions 
of this land, as the development of agriculture and rural life in 
general. 
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The Commission have laid down a programme for the develop- 
ment of rural life and agriculture for the whole of India, and 
this in a sense may he considered as a platitude, and as far as I 
can see the only platitude they have allowed themselves to indulge 
in. Certainly a programme for the development of agriculture 
and rural life in general in the whole of British India, without 
considering its financial implications, is a big platitude indeed. 
But the fault is not theirs. They were called upon to discharge a 
specific duty and they have done it. Now it is oi)en to the Govern- 
ments in India and the Indian public men to make the whole report 
a big platitude, may be, a big and costly farce, by refusing to 
vote the necessary funds for translating the recomineiidations into 
piactice, or to make it a big success by working out the main 
recommendations in a judicious and determined way. Both the 
Government and the public men have got to realise that the 
problem of development of Indian agriculture and rural life in 
general in India is a huge problem and it can only be solved by a 
huge expenditure of money and effort. Before setting about the 
translation of re<*ommendations into i)ractice they should go deep 
into their financial implications. Either they should make up 
their mind for a suvstained expenditure of (uores over a series of 
years or not move in the matter at all. Mere tinkering with the 
recommendations, such as ending with the creation of legislative 
sanctions and the upper expensive organizations recommended by 
the Commission with no funds left to further the detailed 
programme laid down by them is bound to result in failure and 
farce. We liave had a good -practical demonstration of this in 
the application of the recommendations of the Sadler Commission 
in the United Provinces. In the first flush of the moment the 
United Provinces Government separated the Intermediate educa- 
tion from the Degree classes, created a Board of High .School and 
Intermediate Education, started a number of Teaching and 
Residential Universities and opened a few Government Intermediate 
Colleges with only four classes in which a well-paid and efficient 
staff was appointed. But soon after the soda-water enthusiasm 
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was V)iibl)led off and the visionary of tbe xxioment was broug’ht to 
hard earth face to fa(‘e with fiuauciai siriiigency, the result was 
that the Inteiiiiediate classes, instead of being* kept apart from 
the School classes up to the eighth standard, liegan to l>e tagged 
on us mere appeinlages to the High School, the Lower Subordinate 
grade i^ame into existence, and the wdiole atmosphere of the school 
was perforce allowed to gain the upper hand. The reforms were 
calculated to improve the High School and Intermediate education 
if cairied in their entirety; when reduced to a faice in their 
translation into practi(*e, have resulted in loweiiiig the standard 
of Interniediate teaching and acquirements, and the prodm t, 
uheii it readies the University, is found to be no better in outlook 
than the jiroduet of the old High School. The same kind of danger 
awaits the recommendations of the Agricultuial Commission if it 
is not guarded against from the \ery start. 

The scheme of rural regeneration adumbrated by the Royal 
Commission is a comprehensive whole and can only be a success 
if it is put into iiiaetice in its entirety. Tims, ii the CeiifraJ 
Government pass an Act and bring into existence the Imperial 
Council for Agricultural Research, while the Provincial Govern- 
nienis do not move in the matter of strengthening* their staff and 
organisation for experimentation and research, it sliould not be 
difficult for us to realize that the Imperial Ccnincil would have 
little to do by way of co-ordination. Or, ag*ain, if the Imperial 
Government and the Provincial Governments were to stoji either 
for want of funds or for want of enthusiasm wdth the highly 
developed and costly Imperial and Provincial organizations, and 
no further work were undertaken in the mufassil^ then the 
cultivator qua cultivator is bound to remain where he is now, and 
the whole experiment will have become a hug*e jtlatitude. The 
only w-ay to make the recommendations a reality is to give them 
a fair and courageous trial in their entirety and then I, for one, 
am confident that they would become a huge success. 

There is only one direction in which the expenditure can be 
economised, and it is that instead of starting a complete programme 
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of ag^riciiltural and rural developmenf in ilie whole of a j)roviiice, 
we may beg^in with a limited area, say, one district or a gi*oup of 
two or three districts. Unless this is done, T do not see how with 
the limited resources of the country the whole thing is going to 
be done, unless, of course, we decide to borrow on a large' scale. 
Each of the provinces is (*apable of being divided into a number 
ot homogejieoiis regions, and I would suggest that the develop- 
ment of only one such region at a time should bo undertaken by 
each Provincial Government. This would keep the Provincial 
oiganization contemplafed by the Commission busy, and at the 
same time restiict the funds required to a manageable sum, not 
only bec'ause the organisations will be re'itl'icted but also 

because the number of higlily paid experts required at the provincial 
ex])orimental station will not be so large as it is likely to be in the 
case, if work of develo])ment were started tliroughout the whole 
province. 



THE CONCENTEATION OF POPULATION IN 
EASTERN BENGAL 


BY 

Radhakamal Mukerjee, 

Lucknotv University, 

Eastern Bengal is the most populous and most productive por- 
tion of the Ganges Valley. Not merely is this tract enriched, agri- 
culturally speaking, by the activities of two different river 
systems, but the average rainfall becomes heavier as we descend 
along the courses of the rivers. Thus both the double-cropped 
area and the area under the wet variety of rice increase and co- 
exist with heavy rural density. It is here that in fact we meet 
with the most heavily populated rural areas in the whole world. 

The following Thanas in East Bengal districts represent the 
world’s highest records 6f rural density. They have a density of 
more than 1,300 persons per sq. mile, i.e., more than four times the 
rural density which can be supported in Western Europe. 


District. 

Thana. 

Density per ^q. mile. 

Dacca 

Keraniganj 

1,841 


Dohar 

1,900 


Narayangaoj 

1,474 


Sonakanda 

2,873 


Fatulla ... 

1,588 


Baidya Baasar 

1,474 


Narsingdi 

1,307 


Munshiganj 

2,347 . 


Rajabari 

1,819 


Tangibari 

2,881 

1 

Srinagar ... 

1,755 


Shiraidikhan 

1,938 


Lbliaganj 

2,783 
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District. 

Thana. 

Density per sq. mile. 

Faridpur 

Bhanga 

i,a57 


Madaripur 

1,391 


Palang 

1,561 


Lonesing 

2,076 


Sibohar 

1,420 

Bakarganj 

Jhalakati 

1,410 

! 

Banaripara 

* 

1,459 

Tippera 

Daukandi 

1,301 


Homna 

1,348 


Banoharampur ... 

1,437 

Noakhali 

Begamganj 

1,306 


Ramganj 

1,370 


According to recent reliable estimates tbe density of papula^ 
tion in the three regions in China — ^the Northern, the Yangtse 
Delta and the Canton Delta — does not exceed 1,000 to the sq. mile. 
Similarly, in the plain of Chengtu, the scene of the most intensive 
irrigation in China, the density does not rise beyond 1,700 to the 
sq. mile. In China, such heavy density is accompanied by agid- 
cultural idleness, a great migration of surplus labour and by 
frequent famines which tend to readjust the population to resources. 
In Eastern Bengal, on the other hand, the symptoms which 
indicate that the soil can no longer bear the tremendous pressure 
of population have not appeared. The rural density may still 
increase, and the land can bear the increases easily. 

To understand the agricultural conditions associated with the 
phenomenal concentration of population along the Ganges and the 
Brahmaputra we should consider the employment of land in the 
oontiguous districts of Dacca, Earidpur and Bakarganj. In 
^ thMe districts land f ormation has been recently completed by these 
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rivers, and typical thaiuis which are old or new alluvium exhibit 
cdiaracteristic tendencies. 




PeECENTAGB to NET-CULTIVAmn AREA OF 




Aua, 

Antan, 

J uto. 

Twice- 

cropped. 

•S i 

e5 S ^ 

Ara q 

0 q 0 ; 
i-i esns 

C 

Density. 

1. 

DACCA 

Thana 

'U Sealo 

34-3 

63-2 

16‘0 

54 

Figures 

740 

Old 

2. Harirampur 

12-1 

74 3 

8-0 

49 

not 

1,060 

Alluvium* 

3. Babbar 

146 

46 9 

20 

83 

avail- 

686 


U. Kapasia 

22 8 

414 

21 

19 

able. 

631 

New 1 

"5. Munshiganj* 

6*8 

34*0 

44-6 

32 


2,347 

Alluvium 1 

^6. Srinagar 

16 7 

59-2 

190 

31 


1,765 

2. FARIDPUR 

Thana 

Old /I. Faiigsa 

40 

47 

12 

28 

5 

761 

Alluvium t2* Bhusana 

39 

76 

16 

89 

8*7 

703 

New 

"3. Madaripur 

6 

80 

16 

80 

2*4 

1,391 

Alluvium 1 

^4. Palang ... ' 

20 

80 

17 

33 

11*0 

1,661 

8. BAKARGANJ 

Thana 

Old / 1. Oaiirnadi ... 

12 6 

824 

6-6 

26'9 

16 

1,371 

Alluvium 

1,2. Jhalakati ... 

9*6 

68 3 

0*8 

9*8 

15 

1,410 

New 

3. Bhola 

8-4 

83 7 

0*6 

26- 1 

iO'6 

733 

Alluvium 

t4. Patuakhali... 

8-8 

89 6 

... 

91 

60 

801 


* 8ub-fiiviaion headquarters. 


Figures for the density of Munshigaiij Thaiia have to a small 
extent swelled on account of its being the headquarters of a sub- 
division, but they represent lower density than the other contiguous 
thanas such as Tangibari or Lohaganj. Patuakhali, though it is 
also the headquaHers of the sub-division, also shows lower density 
than most of the contiguous thanas. It is noteworthy that we 
have in these thanas more numerous families of the higher castes 
than elsewhere. 
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The following* agricultural tendencies are noticeable : — 

1. Geuei ally speaking, density of population increases with 

the prevalence of aman, which is the most productive 
crop in the delta. The proportion of cujuin increases 
in areas where the inundation comes early and is 
widesjDread . Thus it expands as we descend towards 
the Meghna estuary. It is in Bakarganj that we 
find the complete dominance of arnan which accounts 
for phenomenal i>roductivity and expansion of popula- 
tion. Here atts is either mixed with aman or precedes 
it. The other crops are treated as catch crops for 
land whose main crop has already yielded winter 
rice. 

2. In less recent alluvial tracts more remote from the silt- 

bearing luvers, the proportion of aus is much greater 
than in more recent ones ; even here there is a tendency 
to supersede it by jute which comprises different 
varieties and can grow very well in elevated lands 
as well as in depressions. In Dacca the best jute 
grown is cultivateil in comparativeily elevated loamy 
soil, or on the old red soil. In Paridpur, on the 
other hand, the best jute is grown in the chars, and 
jhils, 

3. The proi>ortion of twdce-ciopped lands, considered with 

the existence of rahi crops, which are of little 
importance in East Bengal, and the absence of jute, 
indicates agricultural depression. This is the case 
of the old alluvium or old land raised in Dacca and 
Faridpur. 

4. The last does not appJly to comparatively new ailluvium, 

in the basin of the river Meghna, which is now in 
an immature stage of development. Here arnan 
thrives best and when jute is added to paddy as an 
important crop, as in Tippera, and Noakhali, a higher 


F. 5. 
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density of population can be easily i^eached and 
maintained. 

5, Orchards and gardens of betel-nut, cocoanut, etc., also 

contribute to high density, Bakarganj, in particular, 
grows fruit-bearing trees of considerable variety and 
in great profusion. The density of cocoanut trees 
per acre is, for instance, astonishing in some thanas : 
Jhalakati, 89; Pirojpur, 88; Mehendiganj, 80. 

6. Where the land is nevr formation and is developed as 

yet but incompletely, densitv of population is small, 
especially in areas which suffer from storm waves of 
the estuary . 

Some of the worlcVs highest figures of rural density thus 
have been reached in Eastern Bengal as a result of the dominance 
of onnan and jute crops along the tjacts bordering the mighty 
rivers. The percentages of both these croi)s are much lower in 
Central and Western Bengal where the delta has ceased to be 
active. In the district of Tippera the greatest density is in the 
thanas bordering the Meghna from Nabiuagar to Chandpur, 



Density. 

Summer. 

Winter. 

Spring. 

i JL S 
Jute, i 1 1 

1 S.2 

^Nabinagar 

1,068 ! 

52 ‘4 

53’8 

36 6 

38-4 1 3-6 

Along theJ Matlabazar 

1,21? ! 

54*6 

47-4 

24 4 

46-3 1 2 

Meghnal Daudkhandi ... 

1,801 

63-5 

44*8 

80*1 

461 1 2-3 

^Ohandpur 

1,276 

46'2 

64'2 

27e 

310 1 *2 


Sere both jute and chilli crops in addition to rice explain 
the high productivity and density. 



Density. 

Summer. 

Winter. 

Spring 

Jute. 

Miscel- 

laneous 

rChandena 

881 

62*6 

031 

8*8 

6*8 

•3 

Inland •< t^handelagram 

066 

; 66-2 1 

89 4 1 

JO'3 

*2 

*8 

iLaksbman 

831 

89*3 

94' 6 

6*4 

! 

*2 
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the staple crop is the winter one and is supplemented by 
summer rice. Jute is g^rown scantily and the density of popxilation 
is much lower. The density of population in Nasimagar falls 
below 760 and the country cannot sustain a heaviej- density. 

The decadent conditions in the moribund delta strike us in 
sad and sharp contrast. 

It is noteworthy tliat malaria and agricultural depression go 
together in the old alluvium in Eastern Bengal, as they also do 
iu still older alluvium iu Central and Western Bengal. The 
density of population ()n the outcrop of the old alluvium is in a 
level in Dacca and Mymensingh. Similarly the parts of Faridpur 
wliicli adjoin Nadia and Jessore sufFer from obstructed drainage 
agricuiltural depression, and their density is on a pact with that 
of the two decadent districts. ’ 

In Central and Western Bengal, fertility of soil declined due 
to loss of inundation silt when the rivers deteriorated as the result 
of the Ganges having marched eastward. The climate also became 
unhealthy when the natural drainage was upset. This has been 
the result not merely of the degradation of the former tributaries 
ol* the Ganges into stag^nant lagoons, but also of the construction 
of numerous embankments and high roads along the naiiiral 
drainage channels without sufficient culverts which has led to 
water-logging. All this has reacted very unfavourably upon 
agriculture. What tlie loss of inundation silt implies will be 
gauged from the result of some experiments in the area irrigated 
from the Eden canal system which show that plots receiving river 
water yield 25 mannds of paddy per acre, whereas they give only 
16 mannds per acre when cultivated with rain water. The loss 
of outturn is also shown by the following figures : — 



1 Average yield. 

Aman. 

Aus, 

Nadia 

805 lbs. 

835 lbs. 

Jessore 

1.146 

870 

24-ParganaB 

843 

1.014 
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Along with the decline of outturn we have in some districts 
of Central and Western Bengal an actual contraction of the area 
cultivated. In the districts in Eastern Bengal all available land 
is being taken up foi* cultivation and a large portion of the culti- 
vated area bears more than one croj) ; the percentage of * cultivated 
land ’ which in any year bears no crop at all also is very small, 
almost negligible. In Western Bengal, ‘ cultivated laud ’ often 
remains untilled, while the percentage of twice-cropped area is 
much less than in Eastern Bengal. The following table will show 
the situation : 



Percentage of the cultivated area. 

Proportion of 
twice-crop- 
ped to 
net cropped 
area. 

Old fallow. 

Current ffdlow. 

Birbhum 

i) 


2 

Bankura 

■Qi 

2 

• li 

1 

Bakarganj • 


1 li 

15 

Daooa 

1 

1 

j 

I ’ ,1 

i 

1 

35 


On account of the decline of fertility and prevalence of malaria 
the amount of good cultural land left fallow is quite large in some 
districts in Western Bengal. In Bankura |the percentage of area 
shown as cuiturable but not cultivated is 22 per cent of the whole 
for the complete district and 27 per cent for the Sadar subdivision. 
In Jessore the total of new* fallow area of the two subdivisions of 
Magura and Jhenida now is found to be 18,260 acres, as against 
7,640 acres only calculated by Babu Bamshanker Sen durinjsf 
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1872-73. The following* comparative statement shows the change 
in the employment of land in twf) subdivisions within fifty years: — 


1 

Magura. 

' 

Jhenida. 

1 

Percentage 
of area 

culturable but 
not 

cultivated. 

Percentage of 
unculturable 
area. 

I 1 

Percentage of 
area ciil- 
! turable but 
not 

cultivated. 

Percentage 

of 

imcul tur- 
able area. 

1872-73 

2-54 

274 

2-43 

3*03 

1926 ... 

8 85 

tail 

11 i>l 

1117 


The percentage of culturable and uneiilturable waste lands, 
as then found as canii)ared with the percentage now foimd, shows 
considerable inciease in the uncultivated and unculturable areas. 
The new fallow area in Jessore is more than four times that of 
Faridpur. In the district of Burdwan as well, there has been 
great shrinkage of cjopped area. <b)ly 47 pen* cent ot' the cultivable 
area is being cropj)ed now, as coiiipared vNitli more than 80 per 
cent a few decades ago. Depopulation and pliysical break-down 
due to malaria and decline of soil fertility have led to a serious 
set-back of cultivation in Central and Western Bengal. In some 
of the more decadent areas land fit for cultivation often remains 
imtilled and there is more land than tliere are cultivators available. 
In most parts of Eastern Bengal, on the other hand, the process 
of colonisation and settlement continue.s and the uncultivated parts 
form an outlet of the surplus population. Some areas, indeed, 
have grown so fast that the problem of finding sufficient land will 
soon become acute. The standard of living and of comfort is 
much higher than anyw^here in the Ganges valley. The peasant 
here is reasonably certain of harvesting a sufficient paddy crop. 
He has a source of ready money in jute as well as in the produce 
of betel-nut and coooanut plantations. Above all, the diet based 
mainly on fish, which is much more abundant here than in most 
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deltas of the world, is much more nutritive a« we!ll as certain. 
Some parts of Easteixi Beng'al like Bikrainpur in Dacca district, 
or Muradnag-ar in Tippera, are ancient centres of high density 
dating ten and five centuries back respetrtive^ly . Such high density 
is yet sustained. On the other hand, parts of Nadia, Burdwan, 
Jessore, Murshidabad and Rajshahi, which were centres of high 
density in Bengal wdieii the Eastern tracts \rere still full of forests 
and swamps inhabited by wild buffaloes, rhinoceroses and tigers, 
constitute the most decadent region in the wdiole valley. Sjjeaking 
of this region about IfiTO, Bowuey said: “ On the great river 
Ganges and many large and fair anus thereof are seated many 
fairy villages, delicate groves and fruitful lands affording' great 
plenty of sugars, cottons, lacca, honey, beesw^ax, butter, oils, rice, 
grain wdih many other beneficial commodities to satisfy this and 
many other kingdoms. Many shi])s of the Dutch, the English, 
the Portuguese do annually resold to lade and transport sundry 
commodities hence and great commerce goes on into most parts 
oi account in India, Persia, China and South Seas.'^ The decay 
of the distrihuiary river system from the Ganges, the consequent 
fall of the subsoil water level, loSvS of fertility and defective 
drainage, and their associated evils have led to such economic 
decline that the above description can hardly be believed by a 
modern villager to applv to this region in the past. Within 
barely a century and a half the Ganges in its waywardness has 
robbed it of health and plenty in order to bestow them in full 
measure to another region. Nature in the delta is inconstant; 
she slowly hut inevitably changes her favouiite on w'hom she 
show’ers her choicest gifts. 
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BY 

L. L. SuNDARA Ram, 

London, 

A Neglected Field of Study. 

Time was when the Vediu hymnal invoked the powers that be 
for plenty in cattle and plenitude of pasturage. In ancient India 
our forefathers appeased the multitude of elemental gods with 
sacrifice of either kind in order to guarantee by divine interven- 
tion sufficiency of pasturage for national purpovses in those ages 
of pastoral and semi-agricultural organisation. ^ In ancient Indian 
polity statesmen and government vied with eacli other in making 
the body-politic realise the supreme necessity of ensuring sufficient 
pasturage for agricultuial })urposes. Sage Sukra would enjoin 
upon the sovereign tlie requisileness of a.dequate pasture-lands 
round about the capital city before any spot was selected foi’ its 
construction. 2 Kautilya makes specific jirovision for vSuperinten- 
dents of Pasture in the personnel of governmental employees.^ 
Again, he lays special stress upon this phase of agricultural 
economy and gives pasture-lands a political significance by saying 
that during times of war the best method of reducing a recalcitrant 
noble or an aggressive enemy is to reduce his supplies of i>asturage 
by burning his pasture-lands. Nothing more is needed to show 

1 Bee evidence supplied in the writer’s Cow Protection in India, Vol, I, 
pp. xii — 220. Published by the South Indian Humanitarian League, Madras 
(1927). Cf. Rig Veda. Book X. Hymn 19. Again, see J. N. Samaddar : Economic 
Condition in Ancient India, pp. 18ff. (1922). 

2 Suhfaniti, I. 426 — ^28. Translation by Benoy Kumar Barkar (1914), p. 28. 
Also his Positive Background of Hindu Sociology, pp. 266 — 259 (1914). Sukra 
speaks of the capital “ happily provided with resources in grasses and woods.” 

^ Arihaaaatra, I>r. Bhamasastri’s translation, 2nd Edition, 1923, p. 172, 

168 
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the importance which tlie administration of pastures occupied in 
ancient Indian state-craft, and it would not he far from the truth 
it 1 say that the double enterprise of civic and state activity in 
this direction ensured a reasonably adequate amount of pasturage 
for national purposes. 

But India fell on evil days. Successive wars have devastated 
her natural resources. Constant foreign invasions, the Creek, the 
Indo-Bactrian, the Hun, fhe Muhammadan, and finally the 
European, have not only made India a ]an7)etiial battle-ground, 
hut actually extirpated all forms of settled government of a long- 
standing nature except a few fiasbes here and there. The interest 
of the mling dynasties always concentrated round the capital and 
provincial principalities, and the actual lot of the agriculturist 
was relegated to cold storage. TTis tenure was never stahh'. Ilis 
place in national economy was equally insecuie. Today he is, 
tomorrow he may be not, and be replaced by the conquering hordes 
and their favourites. Civic activity was stifled, and rapacity on 
the part of the provincial revenue iinderlings and iij^start tiinariots 
made his position absolutely intolerable. T^iqin i loans were never 
administered in adequate quantities, and in sonu' pla(‘es none at 
all, irrigation facilities were totally neglected, and cattle lequire- 
luents were unprovided for, as most of the bovine animals doing 
tJie commissariat work for the medieval armies were annihilated 
without any concern for the future. Gradually a ceidain state of 
affairs was brought about wherein the live-stock, which is the 
mainstay of agriculture, and pasture lands, which are the main 
feeders of this much-needed livestock, were totally neglected and 
brought to nothingness. I will illustrate this point by two ex- 
tracts from the accounts of medieval travellers in India. Francois 
Bernier, who visited India during the closing years of Shah Jehan 
and the early years of Aurangzeb, uttered a remarkable statement 
relevant to our present puri^ose ; It ought likewise to be observed 
that owing to the great deficiency of pasttire land in the Indies it 
is impossible to maintain large numbers of cattle; the whole, 
therefore, would soon disappear if animal food were eaten in any- 
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thing like the proportion in which it is consumed in France and 
England and the country would thus remain uncultivated. The 
heat is so intense, and the groiuid so parched, during eight months 
of the year, that the beasts of the held, ready to die of hunger, 
feed on every kind of filth like so many swine. This cannot 
be an exaggerated picture, as most of us have witnessed the same 
kind of phenomenon in many rural parts of India, while in urban 
areas it is the rule and not the exception. Again, Manucci, an 
Italian traveller who visited India shortly after Bernier departed 
from the country, tells us^ that “ instead of verdui'e all is blank 
and barren,’’ during the devastating wars of Aiirangzeb over 
three hundred thousand draught animals were killed. How many 
such wars have been fought on the Indian soil and how many 
millions of cattle have been destroyed in this manner till seventy 
years ago, besides the loss of live-stock due to natural death and 
premature death owing to bad methods of breeding and main- 
tenance ! 

Mutual recriminations of deficient pastures and devastated 
live-stock actually worked up to such a position that Indian agri- 
culture has been totally exhausted, and the national dividend 
which gains its sap from agriculture lowered. Troublous times 
have always been characterised by neglect of primary sources of 
national prosperity. Destruction of cattle meant inducement on 
the part of the State and the people to belittle first and then finally 
neglect national pastures. And a neglected state of pastures 
always means deficiency in numbers and stamina of the live-stock 
of the country. I will here illustrate this source of national 
disaster by comparing the numbers of cattle-stock in India with 
those of other countries of the world 


< TraveU in the Moghul Empire, p. 326. TrauHlato*! by Arcbbald Constable 
and revised by Vincent Smith. 1914. 

5 Storia do Mogott Vol. TV, pp. ‘2»2 and 296. Translated by William Irvine 
and continued by Jadunath Sarkar. 

6 Wealth of India by Profs. P- A. Watlia and (1. N. Joshi. Macmillan 
(1926). p. 267n. 

F. 6. 
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{000 omitted) 


Name of country. 

! Number of 
cattle. 

Population. 

Number per 
hundred of 
population. 

British India 

1,47,336 

2,44,268 

61 

Denmark 

1,841 

2,600 

74 

u. S. A. ... 

72,634 

92,000 

79 

Canada ... 

6,676 

7,250 

80 

Cape Colony 

1,270 

1,100 

120 

New Zealand 

1,816 

1,200 

150 

Australia 

11,966 

6,500 

259 

Argentine 

26,845 

8,000 

323 

Uruguay 

6,830 

1,400 

500 


The pictiQ'e here is complete in itself, and when we remember the 
fact that India is a « pre-eminently agricultural country and must 
ever remain so, and that 72 per cent of the papulation directly 
depend upon this national industry, we will realise that the time 
has come when a thorough and exhaustive inquiry into the cattle- 
stock of the country is made. To improve the quality and quantity 
of the cattle, the pasture lands and natural grasses of the land 
must not only be made accessible to them, but every effort should 
be made to improve their extent and richness. 

Their Importance in the National Economy of indiab 

In the national economy of a country pastures were always 
regarded as an invaluable asset. Their absolute associatory value 
to live-stock, which supplies the motive power to agriculture on 
which depends the material prosperity of a nation, always made 
the economists of the world lay special emphasis on them. Sir 
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John Sinclair wrote more than a century that the question 

of national pastures “is a subject of inquiry, which, next to 
that of land in arable cultivation, is essential for the interests of 
mankind,’’ Ag:ain, he proceeds to say: ‘‘ But besides the imme- 
diate importance of grass, its indirect effect upon the production 
of com, by communicating additional fertility to the soil, in the 
alternate course of tillage and pasturage, is a most important 
consideration. It seems, indeed, beyond a doubt, that the soil not 
only obtains a recruit of food, for the nouiishment of grain when 
cultivated, from the decayed herbage ro-tting on the surface, and 
the manure it obtains when pastured, but also acquires a consist- 
ence favourable to fertility, while it remains in grass, defended 
from the variations of the seasons, under the protection of a close 
carpet,”® 

Adam Smith raises two pointvS of great consequence in assess- 
ing the relative values of natural grasses and well-produced 
pasturage 

(1) No more cattle can with profit be fed in the stable 
than what are necessary for tillage.” 

(2) '' The rest (of ihe land which is not cultivated) will, 

the greater part of them, produce scarce anything but 
miserable pasture, just sufficient to keep alive a few 
struggling half-starved cattle.” 

And he eoncdiides, quoting Kahn the Swedish traveller’s impres- 
sions (circa A.D. 1749) of the condition of pastures obtaining in 
America, that the poorness of pasture, in his opinion, occasion- 
ed the degradation of their cattle, which degenerated sensibly from 
one generation to another.” Adam Smith’s argument is cogent 


7 The Code of Agriculture, p. 380. By Sir John Sinclair, Bart. London. 1817. 

8 Ibid,, pp. 380 — i03. The whole of this section dealing with pastiires forms 
an admirable study well worth the attention of the serious student of Indian 
Economics. 

9 Wealth of Nations, pp. 170—179. Routledge’s Edition. 
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eiiough even tu the lay j-eader. The average farmer cannot afford to 
maintain with reasonableness even the absolute minimum of live- 
stock sufficient to till his lands, with the produce raised from the 
lands themselves. AA’herefus, live-stock which are used for a 
thousand and one other puri)08ea in an agricultural country have 
to be left starving upon stray grasses, while the fann-fed cattle, 
if evei' tliey are well fed, have to be over- worked to such an 
extent that speedy degeneracy and death £ire sure to overtake 
them. These two processes of deterioration are sure to react upon 
the soundness of the species, and ultimately a dearth of live-stock 
coupled with their degeneracy is the result. 

The case of India proves those points beyond doubt. Experts 
are agreed on these matters in saying that Indian pastures besides 
being admittedly poor are utterly inadequate for national require- 
ments. Mr, Howard, formerly Director of the Institute of Plant 
Industry, Indore, *aiid a competimt authority on Indian agricul- 
ture, wrote that countries like India, which have no good pas- 
tures, ought to pay particular attention to fodder supply/’ He 
continues that the whole of the cattle problem in India is inti- 
mately bound up v 4 tli the i)rovision of more fodder and better 
fodder obtained by methods within the reach of the cultivator. A 
more nutritious and ample ration than that now available is the 
first condition of success in all schemes of cattle improvement 
which have been advocated.” And cattle improvement is the 
essential point which must be recognised and provided for 
in any movement of agricultural improvement in India, as we 
shall see presently. Dr. Voelker, a famous authority on matters 
agricultural and sometime Agricultural Advisor to the Govemment 
of India during the ninetees of the last century laid equal emphasis 
on this matter. Mr. Hume, C.B., late Secretary to the Govern- 
ment of India in the Department of Kevenue, Agriculture and 
Commerce, wrote a strong Memorandum in favour of this phase 

M) Crop Production Tn India : A Critical Sumey of its Problems, p. 80. By 
Albert Howard, C.T.E., M.A. Oxford Univer«ity Prees. 1924. 



INDIAN PASTURES AND FODDER SUPPLY 


159 


of Indian a gii c ulture. He Avrote: “ Over a great portion of 
the Empire the inaes of the cattle are starved for six months every 
year. The hot winds roar, every green thing has disappeared, no 
hot-Aveather forage* is grown, tlie last year’s fodder has generally 
been consumed in kee]>ing the Avell-bullocks on their legs during 
the irrigation of the* spring crops, and all the husbandman can 
do is to keep the poor brutes alive on the chopped leaves of the 
few trees and shrubs he has access to, the roots of grass and 
herbs that he digs out of the hedges of fields and the like/' And 
he impatiently remarks, “ are we to accept such ralamitous visi- 
tations as dispensations of Providence to be acquiesced in humbly 
and submitted to as inevitable? Another pious and serious 
student of Indian economic conditions'^ deplorevS the state of 
Indian pastures in a different way altogether. He says that India 
has now fallen on bad days, and her national pastures have been 
wilfully and dangerously neglected. It is indeed a sad spectacle 
which he presents to ns. H© maintains that there is a deficiency 
of that luxurious pasturage for which India was formerly famous, 
when the cultivators and husbandmen of old vied with one 
another in regard to it and prided themselves on the richness of 
their pasture lands; and so highly was this great essential in 
Indian husbandry held in estimation that it afforded the Hindu 
Sava ns and poets frequent themes for effusions."'^ *T*he Review 
of Agricultural Operations in India, for 1921-22 contained a 
remarkable statement which shows that gradual pressure of 
population resulted in a serious encroachment on the grazing 
areas, which formerly contributed to the maintenance of cattle. 

it AgriciiHvral Reform in India, pp. 46 — 48. By A. O, Hume, C.B. London, 
Allen k Co. 1879. 

IJ^We may remember here that due to the efforts of this gentleman, when 
in office and in private capacity, the Agricultural Department of India was created, 
and systematic work inangnrated. 

13 Khana : A Handhook of the Resources of India, pp. 64-65. By Ool. G. H. 
Haly. London. 1870. 

14 Cf. Hurriatle graes is heM to be characterised as ** the sweetest and most 
nutritions of pasturage for animals.” Ihid. 

15 Agricultural Operations in India : The Official Survey for 
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It went further to show that the fodder problem pressed so 
heavily upon cattle that they were obliged to subsist on the 
residues of the crops which were already scanty. Illustra^ 
tions of this kind may be multiplied indefinitely, but these are 
sufficient for our present purjjose to show that the time is come when 
we have to take stock of the present conditions of supply of fodder 
for national puriwses and then try remedial measures if we find 
them inadequate. 

There is one more point to be considered here. It is the 
dietetic value of pastures to cattle, and how it bears upon cattle 
stamina. Carl Semper wrote long ago that “ the amount ot 
nourishment required daily by the animal must be equivalent to 
the organic matter which is daily used up in the various organs 
t'> keep the vital pi ocess ; or, the more active the animal is, the 

more food will it require The quality of nourishment 

has, if possible, a greater influence on the life of the individual 
and consequently on the species. Again, Professor Stapleton, 
a recognised agricultural authority, maintains that the mineral 
content of pastures and other herbage has a, profound effect upon 
the productive capacity of farm animals, that it has a varying 
effect in different localities, and that animals grazing over a 
vast area are purely guided by their appetite to vary their feed- 
ing ground and chemical analysis has always demonstrated the 
good qualities of the pastures naturally selected by animals.^7 
This is a scientific point which has a practical effect upon our 
arguments later on. 

After all this emphasis rightly laid upon pasturage and 
fodder supply in the national economy of a country, what is the 
actual bearing of this neglected field of study upon agricultural 
India ? It is indeed hard to assess exactly the damaging influ- 


16 Natural Conditions of Life as they Affect Animal Life, pp. 41 — 44. 
Kegan Paul. 1899. 

17 Agricultural Journal of India, Vol. XXTI, pt. II, March, 1927. Article 
on ** Getting the Best out of the Pastnres *’ by J. 0. Btewart, Ministry of 
Agriculture, England. 
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ence of a neglected pasturage upon national health and wealth. 
The only method of assessing it, I think, will he found in the 
estimate of the per capital pressure of agriculture upon cattle 
wealth and the per capita supi>ly of milk in the country. The 
following figures show the ineommensurateness of cattle for 
agricultural purposes and the inadequacy of milk 8U])ply in the 
country.^® 


Province. 

Area in acres 
tilled by a pair 
of plough 
cattle in a 
season. 

Per capita 
supply of milk 
in India. (In 
chittacks.) 

Bengal 

13'2 


Madras 

15‘2 

1 

Bombay ... ^ 

44*4 

1 

Sind ... 

27-2 

li 

Agra ... 

130 

1 

Oudh ... 

8-0 

li 

Bihar and Orissa ... 

11-4 

1 

Punjab 

190 

1 | 

Bufma 

420 

% 

8 

Central Provinces 

26-8 

li 

Berar 

54-0 

u 

Assam... 

8'0 

1 

N.-W. F. Provinces 

160 

1 

Ajraer-Merwara ... 

140 

n 

Delhi ... 

305 

f 

Coorg ... 

7-0 

1 


18 From the appendices to my forthcoming monograph on The Cow in Indian 
Life and Sentiment. Cf. the present writer’s article on The Milk Supply of India 
in the Welfare^ February, 1927 (Calcutta). 
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These figures serve as a finger-post to the agricultural and 
national prosperity of India. According to experts, a pair of 
cattle is supposed to till adequately five acres of land in a season. 
In our counti’y, the inaxima and the minima stand at 54 acres 
in Berar and 7 acres in C<)org. Medical authorities tell us that 
the human body require^s at least IJ seers of milk daily to suflS^ 
ciently recuperate bodily waste, and what we have in India is 
i a chittack in Bombay to If chittacks in the Punjab; and a 
chittack is one-sixteenth of a seer! These tables are construct- 
ed with the greatest liberality and sympathy, and here we see the 
grave problems affecting national prosperity crying out for 
remedial measures. 

Twa Kinds of Pastures. 

There are two kinds of pastures to be taken into considera- 
tion. The first kind is what is known as the natural grasses '' 
of the land. This comprises all stray growths of grass entirely 
due to the bounties of nature whether they be in forests, village 
commons, if any, sides of rivulets, streams and rivers, slopes of 
mountains, in fact on any tiny piece of land not touched by human 
hand. The other kind partakes of grasses raised by various kinds 
of ranching as in North America, Siberia, New^ Zealand and other 
places, and pastures reared carefully by man after the crops are 
removed from the fields, and in this class we may include for the 
sake of convenience all kinds of fodder crops recently raised in 
India, such as jowar, lucerne, etc. The present position in India 
of these two kinds of pasture and fodder will l>e best seen from the 
following statistics : 


19 All the above tables in the article have been carefully compiled frota the 
oihcial returns of the agricultural statistios issued by the Government of India for 
the various years. 
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{In millions of acres) 


Year. 

Forest. 

Fallow. 

Fodder crops. 

Not available 
for cultiva- 
tion. 

Culturable 
waste 
other than 
fallow. 

1911-12 

81 

55 

5 

150 

116 

1912-13 

82 

49 

6 

146 

115 

1913-14 

00 

51 

6 

147 

1K4 

1914-15 

83 

46 

6 

145i 

115 

1916-16 

85 

52 

7 

144 

114 

1916-17 

85 

452 

8 

143i 

112i 

1917-18 

87 

48i 

8 

143 

11 li 

1918-19 

88 

73 

7 

147 

114 

1919-20 

88 

52 

8 

146 

113i 

1920-21 

88 

61 

8 

14li 

116 

1921-22 

00 

50i 

00 

152 

151 

1922-23 

85i 

47 

Si 

154 

154 

1923-24 

86 

1 49i 

9 

152 

164^ 


A glance at the ahove figures shows quite clearly the astounding 
ups and downs in the extent of land under various arrangements 
year after year. Dadabhai Naurojij^o Professors Wadia and Joshi^i 
in particular, and several others^^ in general, are persistent in 
showing how defective are the statistics supplied by the Govern- 
ment of India. Indeed, it is difficult to attain absolute accuracy 
in compiling statistics for such a va^t country as ours, but one 

^ Poverty and Unhritish Rule in India. 

n Wealth of India. 

22 Shah, Vakil and others in their respective fields. 
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caiuxot really see how fallow land^ for example^ can rise fram 
millions of acres in 1917-18 to 78 millions of acres in 1918-19 and 
fall again to 52 millions of acres in 1919-20; or again^ culturable 
waste other than fallow to rise from 115 millions in 1920-21 to 
161 millions in 1921-22. There may have been exceptional reasons 
for local vaiiations here and there, such as are suggested by these 
figures, which affect the totals for the whole country, but sudden 
changes of this extraordinary kind are hard to conceive in so 
steady and conservative an industry as agriculture, and that too 
in India. Here, again, the fact that the figures are given in 
millions and corrected up to six places mitigates the glaring 
nature of these variations. ^3 

In the foregoing table two points arrest our attention. One 
is that land not available for cultivation has increased by more 
than a million acres in 1923-24 over what it was in 1911-12. 
Again, the columns “ Oulturablo waste other than fallow ** shows 
an enormous increase from 115 millions in 1911-12 to 154J millions 
in 1923-24. The case of forests shows an increase of 5 millions, 
and to this we shall return later on in greater detail. The area 
under fodder crops has nearlj^ doubled. This is a favourable turn, 
but it is not to the desired extent as this paper attempts to show. 
Fallow land shows a steady fall of five million acres. 

It is, indeed, hard for me to dra^v any definite deductions from 
the above figures. But I give them to show that at least under 
the headings of forests and land not available for cultivation there 
has been an altogether unprecedented rise where there should have 
been a steady fall. One point seems to be i^atent from this 
picture, that whatever the variations relating to the actual adjust- 
ment of agricultural operations in India may be, there has been 

23 Tt must be noted liere tliat even the Government itself accepts the conflicting 
nature of statistics, especially those supplied by the Agrienlture and Forest 
Departments, as, for example, an item such as fallow laud may at once come 
under the double jurisdiction of the revenue and forest authorities. Again, 
different systems of computation are adopted not only in different provinces but 
even in the same locality and hence the alarming nature of the statistical informs* 
tion purveyed by the Government. In this connection, see Agricultural Statiatics 
for India, 1924-26, Vol. I. pp. 60-61. 



INDIAN PASTURES AND FODDER SUPPLY 165 

a dangerously progressive eneroachment upon the supply of 
pasture lands and natural grasses. The increase of provision under 
land utilised for fodder crops may at first sight seem 1o counter- 
balance the losses sustained. But, as we shall see presently, the 
repair is more api)a.rent than real. lieaving aside the ])OSsible 
ways of improving onr fodder supply for the present, I will now 
take up the important question of the forest administration of 
the Government of India, and indicate its exact relationship to 
the pastures of the country. 

Defective Forest Administration in India. 

We have already seen above that the greater part of the 
natural grasses are supplied by the forests of a country. The 
grasses are really natural fn that they are sporadic yet profuse 
growths under the favourable cover of the forest trees which supply 
a sufficiency of humidity for a really luxurious growth of grasses. 
Most of the grazing in India, which has not scientific graziers or 
efficient systems of ranching as in other countries, was formerly 
done on these vast soxirces of natural grasses. The cattle of the 
villages contiguous to the forest tracts Iiave an undisputed and age- 
long right of direct daily access to these natural grasses, while 
cattle belonging to districts not immediately contiguous to these 
local forest areas were allowed to graze on them freely when the 
fodder supply of those districts was being thinned in the dry and hot 
seasons. This meant a tempora.ry exodus of cattle from villages 
to the nearest forest tracts in times of draught and hot winds, 
and when the cattle went dry and thus served no useful purpose to 
their owners. Thus, these forests proved to be efficient feeders 
as far as the food requirements of the cattle went. 

But later the position was reversed. A constant attempt on 
the part of the Government of India to increase the area of the 
forest tracts under their control greatly c*, hanged the })osition of 
cattle-owners. The following figures are of great interest 

MIt is to be observed that no other agency except the Q-ovemment can 
adequately compile statistical information of ti-n useful kind, and if the Government 
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Year. 

Total area 
of 

forest. 

Area closed 
to all ani- 
mals. 

j Area closed 
to browsers 
only. 

Number of 
grazing 
offences. 

i 

1899-00 ... 



• • • 

16,233 

1900-01 ... 

... 

... 

... 

17,053 

1901-02 ... 

216,879 

36,503 

35,74 U 

17,353 

1902-03 ... 

216,824 

37,452 

36,362 

18,939 

1903-04 ... 

232,701 

37,671 

23,859 

21,230 

1904-05 ... 

232,941 

37,803 

19,356 

22,310 

1905-06 ... 

233,661 

38,748 

16,239 

24,644 

1906-07 ... 

240,138 

39,609 

19,599 

24,809 

1907-08 ... 

237,809 

39,079 

20,639 

25,016 

1908-09 ... 

241,774 

41,188 

20,902 

26,173 

1909-10 ... 

248,025 

43,205 

20,016 

27,490 

1910-11 ... 

247,095 

42,692 

21,123 

27,306 

1911-12 ... 

246,550 

41,568 

21,414 

27,176 

1912-13 ... 

242,529 

42,692 

22,713 

28,052 

1913-14 ... 

249,364 

43,591 

23,302 

33,938 

1914-15 ... 

253,559 

45,021 

22,975 

32,362 

1915-16 ... 

252,60 1 

44,784 

22,789 

33,990 

1916-17 ... 

250,125 

45,765 

24,026 

32,815 

1917-18 ... 

254,028 

47,249 

24,333 

31,099 

1918-19 ... 

254,556 

46,468 

24,416 

31,766 

1919-20 ... 

253,389 

47,161 

25,742 

31,584 

1920-21 ... 

250,544 

46,835 

26,959 

25,412 

1921-22 ... 

249,304 

47,000 

27,619 

27,682 

1922-23 ... 

224,013 

45,228 

27,945 

30,611 

1923-24 ... 

132,806 

46,212 

27,865 

31,136 

1924-25 ... j 

135,725 

45,856 

28,782 

34,013 


wants to have any importance given to the statistics supplied by them, ttiere 
should not only be co-ordination of compiling agencies, but also careful BiipervisioQ 
to make them at once comprehensive, synthetio and accurate. 
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Even a casual glance at the above figures will reveal to tis 
a few important points about the administrative side of the Indian 
forests. Firstly, but for the last two years for which figures have 
been supplied above, there has been an annual progressive increase 
in the extent of forest lands in India. In conformity to this, 
there is an equally progressive and alarming increase in the case 
of forests closed to all animals^ for purposes of grazing. To relieve 
this in all plausibility, there has been a discernible fall in the 
figures indicating the closure of land to browsers only. Tn the 
final columns, during the course of a quartc]* of a century the 
number of gracing troubles have more than doubled. 

What strikes me as most noteworthy in this is that there has 
been a persistent movement on the part of the Government to 
increase the rigours of forest administration. I>et alone the in- 
crease in the extent of land brought under the control of the red- 
tape, nearly ten thousand acres of land were added to the area 
which was totally prohibited for all cattle to graze upon during 
a period of 25 years. The relaxation of rtiles relating to browsers 
does not make out a case for the Government. It may indicate 
in all probability that most of the cattle are not browsers to make 
occasional sallys into tho regions protected by a few posts marked 
with forest administrative symbols, while it certainly points to 
the fact that they were invariably trespassing the forest rules and 
thus swelling the ranks of offenders against grazing regulations. 
The increase in the number of grazing offences is really serious. 
It may seem to the departmental head that the population is 
severely to blame in not having taken any precautionary measures 
to prevent cattle from trespassing into the forest tracts, and thus 
reflect upon the cultivator’s sense of law and order. But the idea 
will be dismissed when we see that he has no other alternative. 
He must either see his cattle perish under his own eyes or allow 
them to trespass into the forest areas. He is not for one moment 
oblivious of the penalties he is going to bear. He knows definite- 
ly that his cattle will be impounded in the first instance. He is 
really glad at this, since bis cattle w^bich have to be starved while 
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in his custody will now have a fairly decent allowance of rations 
in the Government cattle pounds. Next, he will be summoned to 
pay the maintenance costs and the fine imposed by the magisterial 
authority or the Forest Panchayat, as the case might be, for his 
trespass. He is willing to pay it too, as by so doing he has made 
sufficient provision for ihe food of the cattle during the imix)und- 
ing i)eriod, wlien he cannot possibly provide himself with appre- 
ciable quantities of fodder and grasses either for love or for money. 
In the last alternative, if he is too poor to relieve his cattle by 
paying this ransom, he is willing to forfeit his burdensome posses- 
sion which will be sold by the magisterial authority. While the 
Government expenses are made good, any surphis of sale-proceeds, 
w'hich is not gemerally likely to be realised, will be returned to 
him. At the best, he will be induced to allow free scope to his 
cattle to commit the same offence again and again. At its worst, 
he will be rendered all the poor by the deprivation of his useful 
burdens. One fact is certain, that with all the increased facilities 
for the raising of fodder in India at the present day as compared 
with a quarter of a century ago, there is a growing, definite and 
articulate demand for the natural grasses of the land. The above 
figures show, again, that there is a definite and not -inconsiderable 
premium put upon grazing offences fostered by the ring-fence policy 
of the Government of India in their rigoTons administrative rule« 
of forest conservation. 

lict us examine the problem in greater detail. The following 
table will illustrate the way in which cattle in India have been 
affected by the tightening up of the grazing privileges; 
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NUMBKli OV ANIMALS 

Numpkr of animals 


GliAZMl) ON 

PAYMKNT. 

GHAZIOI) FRGl':. 

Year. 

At full rates. 

At privileged 
rates. 

By right 
under 
settlement. 

During pleasure 
of Government 
or otherwise 
than under 
settlement. 

1901-02 ... 

8,210,228 

1 ,048,357 

2,184,1.48 

710,285 

1902-03 ... 1 

7,779,894 

1,727,591 

2,185,560 

566,672 

1903-04 ... ! 

1 8,446,289 

1 2,186,774 ’ 

i j 

1,240,330 

446,682 

1922-28 ... 

2,340,884 

2,884,944 1 

i • 

3,785,749 

832,887 

1923-24 ... 

4,250,120 

4,290,770 I 

3,739,943 

1,051,249 

1924-25 ... 

3,335,172 

! 

i 10,374,148 

1 

3,723,196 

1,283,647 

The outstanding feature of this table is the phenomenal rise 


in the number of animalB grujced at privileged rates. From one 
and a half millions in 1901-02 it rose to ten millions of animals of 
all descriptions in 1924-25, incduding bovine, ovine, camels and 
others accordiug’ to the divisions of the agricultural department. 
Even alloAving for tlie presejn*e of five million animals which the fall 
in the number of animals graced at full rates asks us to reckon, 
there is a clear rise of five million animals which have to pay 
the so-called privileged rates. A million more animals are now 
graising under settlement rights. Again, half a million more 
animals are now grazing during the })leasure of (Government or 
otherwise than under settlement rights. But, all things considered, 
three million more animals of all descriptions are now grassing 
under some kind of payment or other. This is enougdi to show the 
evil effects of the rigours of forest administration. To this, the rise 
of half a million in the number of animals which are allowed 
to graze free during the pleasure of (Government or otherwise than 
under settlement rights, and the million more animals which are 
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allowed to graze free under settlement rights, make, indeed, very 
poor amends. 

This point will be more clear when we consider the incidence 
of the i;)ressure of gracing regulations ujmn the two kinds of 
bovine animals which form the mainstay of Indian agriculture. 


Year. 

Pull rates. 

j 

Privileged 

rates. 

1 

j Rights under 

1 settlement. 

During plea- 
sure of 
Government. 


1 

Cows and Bullocks. 


1901-02 ... 

3,713,894 

883,617 

1,276,006 

575,629 

1902-03 ... 

3,806,821 

1,062,059 

1,276,666 

424,269 

1903-04 ... 

4,207,894 

1,207,941 

1,040,669 

352,764 

1922-23 ... 

1,030,338 

1,807,728 

1 ,789,026 

615,890 

1923-24 ... 

2,001,330 

2,033,470 

I 1,730,079 

404,343 



Buffaloes. 



1901-02 ... 

641,365 

227,600 

223,963 

101,151 

1902-03 ... 

663,502 

196,236 

242,086 

108,687 

1903-04 ... 

743,221 

262,483 

230,611 

61,737 

1922-23 ... 

232,301 

179,885 

365,576 

128,484 

1923-24 ... 

614,261 

1,351,497 

367,107 

662,726 


From these two tables it will be seen that the buffaloes fared the 
worse of the tightening up of the grazing rights. It may at first 
sight seem that the nuniber of cows and bullocks grazed on pay- 
ment in 1923-24 has not changed very much — it showed a per- 
ceptible decrease on the oth^ hand. Here it will have to be 
pointed out that the number of cows and bullocks grazed free as 
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indicated by the remaining’ columns has considerably diminished. 
This is not the real test to have an accurate estimate of the effects 
of grajsing regulations at the jiresent day. We should not ignore 
the point that the total number of bovine animals has shown great 
increase during the present century .^5 

{hi millions) 


Year. 

Hulls and 
bullocks. 

Cows. 

j 

Cow 

calves. 

1 

1 Buffaloes. 

i 

Buffalo 

calves. 

Total. 

1905-06 

80 

22 

26 

1 

13 

... 

91 

1924-25 

] 

51 

38 

31 

20 

1 “ 

t 

151 


In twenty years the bovine stock increased by sixty millions, 
leaving aside the similar concurrent increase in the number of 
other animals. There ought to be like extension of grazing 
facilities in case these animals have to' thrive well. But from 
these facts it is manifest how utterly inadequate is the ])rovision 
for grazing in India at the present day. Needless for me it is 
to reiterate the sole responsibility of the Government. Admitted- 
ly, our live-stock is absolutely inadequate for national and agri- 
cultural purposes. But to starve this inadequate live-stock is not 
only to lower agricultural efficiency and national health but also 
to bring about the ultimate lowering of the quality of the species 
and thus expedite their extinction. 

We are now fairly in a position to enquire into the nature 
of the forest administration in our country as far as it affects 
our pastures and fodder supply. The administration of Indian 
forests is far from satisfactory. Even Dr. Gilbert Slater had to 

25 I cannot vouch for the accuracy of these figures, as has been already pointed 
out. But we have no other data to procoed with. Tt may be that the agricultural 
statistical survey in 1906-Ofi was not as thorough as at the present day, and for 
this reason alone I abstained from giving figures for any year toward.s the close 
of the 19th century for the s^lce of comparison, 

P. 8. 
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l^oint out that the reserved forests are protected by a few granite 
posts with letters ‘ R.F./ and by the forest guards, one man for 
a vast extent of the country, and this protection is not always 
adequate. ”26 Inadequate management is not our present concern. 
What we are concerned about are the fundamental agelong rights 
that wei^e violated when forest tracts were ‘ conserved,^ and the 
actual rights of the peasants and landed proprietors under such 
conservation. 

The objects of the Forest Administration in India resolve 
themselves under two heads. One group of authorities sums them 
up as follows ; ^ 

(1) ‘‘ We must endeavour to furnish that protection against 

avalanches, ravines, and torrents, which belts of 
forests can alone efficiently afford.” 

(2) ‘‘We must make such arrangements as to secure for the 

use of the people of the country, as well as for export, 
a sufficient and permanent supply of timber and forest 
produce.” 

Besides these, there are a few scientific reasons that ap])arently 
go to suppoit the official view. The presence of forests has a 
marked tendency to lowei* the temperature of the hot climates. 
Their foliage offers an immense warmth-radiating surface, 
resulting in plentiful rain. Their roots loosen the soil, and thus 
contribute to its fertility. “ Their thick canopy of verdure also 
prevents the rays of the sun from penetrating to the ground and 
absorbing the humidity,” and thus become parents to perennial 
sources and rills that become instrumental in adding to the rich- 
ness and plenty in the neighbourhood. 28 


26 Some South Indian Villages, p. 18. Madras University Press and Humphrey 
Milford. 

27 Suggestions regarding the Management of Forest Lands in Kulu, p. 18. 
By Messrs. Brandis, Baden-Powell, and Stenhouse. A Joint Report, dated 11th 
November, 1876. Calcutta, Superintendent Government Press. 

28 Extracts on Forests and Forestry, pp. 80ff. Compiled by N.A. Dazell, M.A., 
Conservator of Forests, Bombay. 1869. Edn. Soc. Press. 
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I can multiply the list of benefits to be derived from the 
foreete of the land. 1 can never hope to minimise tlie imx)ortauc(? 
of the timber supply of the land, and of forest produce, which 
Shaw Wallace, Ralli Brothers and other companies have monopolis- 
ed in exporting to foreign countries, on the other. But my chief 
concern is, admitting the financial results of this process of forest 
conservation, that it is high time to realise the detrimental ehect 
which it is cai)able of as far as the cattle-stock of the country goes. 
It. is here that the Government is blind to a damaging influence 
which cannot be actually ascertained in ruiiees and annas, simply 
because they rejoice over a percexdible and advantageous 
rise in the income of the revenue returns. 

The official view again confronts us here:<^^ “The fodder 
question is now assuming importance in Indian economics on 
account of the restriction of grazing areas which has resulted from 
the rigid extension of the arable land, and the stricter conserva- 
tion of the jungle as forest reserve. “ Here the .Government is 
not totally blind to the ravages cmused in India at the present 
time by a shortage in the supply of grasses, sUibble and fodder. 
But they exi)lain the situation in their own characteristic way. 

“ Tlie Agricultural Department have already tended to increase 
the fodder available, since improvements in the yield of grain crops 
involve simultaneous increase in the yield of straw. But more 
and more attention is now being devoted directly to the jnoblem of 
fodder raising and storing. Research has shown that seve^ral weeds 
liitherto regarded as troublesome intruders in the fields, can be 
utilised most advantageously as cattle food.^^ On the other hand, 
they take to task the public, who have an immediate and 
unchallengeable necessity for an increased supply of grasses and 
fodder, by saying^i that “ from time to time the resulting friction 
between the Forest Departments and certain sections of the public 


29 India in 1925, pp. 191flF. By Profeesor Eushbrook- Williams. 

30 Ibid, 

31 Ibid. 
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has led to agitations ot various kinds. This was particularly 
marked in the days of the non-co-operation movement/^ The 
public does indeed realise the province of Government as far as 
the forest administration goes, but it cannot help bringing moral 
pressure upon them and make them reailise the urgency of the 
reforms necessaiy to throw open the forest tracts more extensively 
and liberally than heretofore for puri^oses of national graaing.^^ 

We now come to the fundamental question of the respective 
rights of the Government and the people as far as the forest 
administration goes. I shall have occasion to discuss through the 
columns of thiws journal the important subjecjt of the rights of 
property in land in India from ancient times to the present day. 
But here I limit my observations to saying that certain specific 
rights of the i)eople have been de^literately ignored by the 
Government. 

An official exposition of the rights of the Government in 
forests and their relationship to those of the people is put as 
follows: ‘‘We are aware that the Government has reserved for 

itself proprietary rights in the forests and unoccupied waste lands, 
and as a matter of fact, before permission is given to break up 
forest land for cultivation, the sanction of the Forest Officer (since 
forests have been transferred from the district authorities) is 
obtained.’^ But immediately after this statement, the three autho- 
rities who drew up this report, inchiding Mr. (now Sir) Robert 
Badeii-Powell than whom no better authority on land tenures in 
India can be found at the i>re8ent day, observe that “ under such 
a state of things it is obvious that difficulties may arise hereafter 
regarding the rights of the Government and the B^iyat*^ in forest 
land, from which the latter derives a certain revenue while the 
former is the proprietor. Such doubts might be obviated by an 

32 In this connection see the problem of cattle requirements to national purpoaes 
ably discussed by Dr. Thomas Nixon Carver in his Principles of Rural Eoanomica 
(Ginn & Company, Boston). 

^Suggestions regarding the Management of Forests in Kulu, p. .0. 

34 Local landed proprietor. 
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earily demarcation of the forest lands in which (jovernment intends 
to maintain its proprietary rig^hts.” This only touches the fringe 
of the problem. The Government has acquired at the present day 
a statutoi’y proprietary right in all forest and waste lands. On 
this point more ligdit is needed as regards agelong rights and 
arrangements between the Government on the one hand and the 
body-politic on the other. But it is patent by this time that certain 
immemorial rigdits of the landed proprietors have been jeopardised 
if not literally abrogated during the process of forest conservation. 

A most interesting feature of the forest administration in 
India is admirably summed up by Mr. Lyall wlien he discussed 
the rights of the Government and the refojins needed as far as 
this phase of their activity goes.^^ I quote his observations in full 
as they are at oncie oflicial jHonouncements, but characterised by 
moderation and a clear i)erception of the rights of the people. 

The state has a right of approvements or reclamation of the 
waste, ihat is, ^vasto land cannot be broken up for cultivation, or 
otherw’ise appropriated except with its permission or by its orders. 
Again, the state, for the puri)Ose of forest conservance, has a right 
to preserve or proliibit exercise of common in a part of the forest, 

but it is bound to exercise these rights and that of 

approvement, so as not to unduly stint or disturb the rights of use 
previously existing. I believe the above statement of the mutual 
rights of the State and the landholders to be in agreement with 
the view of their rights entertained by the Kulu landholders since 
the first regular settlement. It is the old oustomary tenure of the 
country modified hy arrangeme^its made at first settlement hy our 
Government. It may eventually he necessary to alter it, and 
confer a proprietary right in the waste of a more perfect (?) on 
the landholders But even Mr. Lyall is not prepared to 
recommend immediate measures in this respect because since 
once done, it could not be undone; if done at all, it should be done 


36 Settlement Report, para. 102. Quoted Ibid., p. 12. 
36 The italies are mine. 
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deiliberately some years hence with tlie experience gained. Here 
is to be seen the tenacity of the Government to cling to precedent 
and past tradition whatever may be the urgency to reform a 
j)ai'ticular feature of their administration realised by themselves. 
Order and evolution have outrun practical utili' * and general 
beneficence. 

It may be noted in passing that there are specific advantages 
to be derived in case forest grasses are thrown open to cattle for 
fiee grazing. Besides the actual natural grasses from which 
inestimable l)enefits are to be derived by the cattle, there are other 
kinds of winter foddei* which the forests supply to the agriculturail 
population. For example, in the Kulu forests of the Punjab,^ 
several trees are chopped for cattle fodder. They include the 
three kinds of oak, olive, two species of elm, hare-chestnut, mulbeiTy 
the ficus vigosUy and others, the leaves of whidi “ are stored in 
autumn and given to tlie cattle when dry.’’ This source of winter 
fodder is now denied to the needy agriculturist by the departmental 
rules of forest conservation. Again, the droppings of the leaves 
of the forest trees supply him an ample source of litter for manure. 
Green manure has been scientifically proved to be one of the best 
manures and the green compost with the human compost is one of 
the specialities of Chinese agriculture. Even in our country it 
occupies a place next to that of farm-yard manure. Besides this, 
the green droppings of the forests supply excellent litter to the 
farmer foi* the preparation of a synthetic farm-yard manure. 
This advantage which is sure to act l>eneficially upon the productive 
capacity of his fields is again denied to the farmer. 

Before we pass on to the methods of increasing and enriching 
our fodder supply as such, it is necessary for us to inquire into 


37 Ibid, 

38 Ibid, 

39 Of. fcho present writer’s article on Natural Manures in India. (Indian 
Review, Madras, March, 1927.) See also. Dr. Voelker’s article on Manure in the 
Encyclopedia Britannica (XT Edition) for a statistical measurement of the 
reBi>eotive yields of farm>yard manure, etc. 
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the operation of the grazing rules and fees. We have already 
seen that there is a definite premium put upon grazing offences 
by the tightening up of the extent and management of the grazing 
areas in the forest tracts.^® Of late there has been a discernible 
increase in the number of animals grazed on payment. The 
management of these grazing areas is carried on in a peculiar way. 
For example, in Madras/^ reserved forests in a district are divided 
into gi’azing blocks. The extent of eacli block varies according 
to the local conditions, and may include either one reseiwe, several 
reseiwes, or even part of a reserve. Each grazing block is divided 
into several compartments, and one or more compartments are 
closed to glazing or browsing alternately for definite periods. The 
scale of fees are as follows : 

(a) Buffaloes ‘ ... 6 annas per head. 

(b) Bulls, cows, horses, and 

asses ... ... 3 annas per head. 

(c) Sheep and goats ... IJ annas per head. 

Permits are hard to be obtained from the local officers, and 
it is not unfair to recognise the amount of corruption of the petty 
officials deciding these transactions which are mostly based upon 
the liolding capacity of the respective blocks. Demand for 
grazing areas is always in excess of the provision available, and 
the charges are naturally heavy in the rural areas where the money 
economy is not extensively known and payment in coin is gene- 
rally looked down upon as burdensome and necessary to be 
avoided case of animals from other districts or from 
districts reserved for cattle breeders, which have a seasonal exodus 

^ These disputes are agelong. I was greatly amused over this perennial 
source of friction between the Company and the pnblic during the years 1766 — 180*2 
in the Northern Circars, and the records of the India Office Library dealing with 
this period, on which I am at present working, have ample material to supply. 

^ The Forest Manual, p. 297. Madras, Superintendent, Government Press, 
1906. Rifles and Conditions regarding the Issue of Grazing Permits. 

^ We can induce an average farmer in an out-of-the-way village to part with 
ten or fifteen seers of grain, but it will be long to make him realise that a money 
commutation of two or three annas is more advantageous. 
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to the forest areas, as has been pointed out above, rates in excess 
of. the above be levied with the prior sanction of the 

Government. A nicer distinction is drawn as regards the cailves. 
Those under six months entering the grazing blocks in the first 
half of the year are grazed free, while half charges have to be 
paid for the second half. While the same have to pay full rates 
in case they cmter the grazing blocks during the second half of the 
year. I am certain that with the exception of a few local changes, 
the administration of the forest areas is practically the same as 
that of the Madras Presidency. 

Methods of Improviitg Fodder. 

The problem of improving the fodder supply of the country 
will be discussed under three heads : more fodder and better fodder; 
reserve fodder and fodder storage; and transport facilities for 
fodder. In one of the statistieal tables we have seen that there 
is an api)reciable increase in the amount of fodder crops raised 
in our country. But I had occasion to show that they are inade- 
quate to national purposes. This is rendered all the more inade- 
quate by the fact that with the in(*rease of the number of cattle 
wealth there is a growing demand for fodder supply. A like 
increase in the ii<^Pulation of the country is operating to reduce 
the amount of pasture lands availaMe on account of the extension 
of arable cultivation, while from the opposite side the stricter 
administration of the forest department is chopping off all avail- 
able means of natural grasses. We have to co-ordinate all this 
contradicting evidence, and try to eliminate the deficiency of fodder 
supply in our national economy. 45 

43 The italics are my own. 

44 It is to be wondered why this beneficial delicacy which cannot be explained 
has been shown in favour of calves entering the grazing blocks in the first half 
of the year. 

45 I was unable to find any better and more authoritative study of this problem 
than that of Mr. Howard’s Crop Production in India, to which reference has 
already been made. Section IX (pp. 80 — 86) headed “ Some Aspects of the Podder 
Problem,” even though not as long as we would have desired it to be, is excellent 
and will repay perusal. 
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The whole problem oan be summerl up in one phrase “ intensive 
cultivation/’ Our agricuilhiral methods have long* become anti- 
quated. The i)otential fertility of the country has been lon^ 
exhausted by an inteiniittent process of cultivation without 
imparting' to the soil any kind of rejuvenating* and resuscitating 
chemical constituents. Ilut we are not denicMl any future hopes. 
Our country has two im])oriant factors operating* in her favour. 
They aie the immense solar energy and the temperature suitable 
to growth wliicli are not to be found in the same degree in many 
of the countries of the world except in China, and Japan. But 
we are not able to re(*ogriise them in Ihe first instance, and use 
them to advantage in the second. In this respect, Japan and China 
have ouistripped us in the race for agricultural efficiency. The 
reasons for this are mainly’ two. The one is that under a more 
sympathising and liberal Government we could have achieved 
more, and better. The second is the general ignorance of the 
masses. Better processes of improved agriculture are to be used. 
The recent national upheaval has done something to lift up this 
mysterious veil of ignorance, and already there are\ articulate 
signs of inquiry on the part of the agriculturists who are begin- 
ning to doubt whether we are vsinking.” But more could be 
done by the state in this matter of popularising improved methods 
of intensive agriculture, and thus assist the civic activities of the 
body-politic. 

More and better fodder can he obtained easily, provided there 
is 'a little of judicious thought given to the subject. Our agri- 
culturists should abandon the idea that they need not raise ” any 
crops for the supply of fodder to the cattle, which are now to 
subsist on the grasses of the land if there are any, and, in the 
second alternative, on the hay left out after the i*emoval of the 
com and stored up for the dr\" season. A system of alternate 
crops and rotation of pastures and fodders on the one hand and 
food-crops on the other should he adopted. In this respect we 
have to copy from the West a little. I believe that our agri- 
culture has come to that stage when we have to thoroughly 
F. 9. 
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examine the situation and see whether we are not to abandon the 
traditional methods ot eontinuoiis cultivation and take to the 
system of rotation of crops. This system has a very beneficial 
effect ui)oii the soil and the yield. For a slight decrease in the 
luoney value of the yield of a particuiar field when we raise a 
fodder crop instead of a. food crop, the incubus of a continuous 
annual raising of food croj)S upon the soil is removed. There 
is a breathing space for the soil to regain its fertility and thus 
got ready in a more fit condition for the coming year’s food 
crop. In this connection it is well for us to remember that 
fodder crops such as lucerne, jowar and others have a direct 
nutritive value to' iini)art to the soil. This is a ])rofitable way of 
bettering the X)rospects of cultivation, while ensuring a richer 
supply of fodder for cattle to subsist upon. 

The second method to increase the (luantity of fodder in 
India is to find out a good number of fodder crops, which can 
give us a variety of alternate crops according to the requirements 
of local conditions and varying seasons. This selec^tion of 
suitable fodder crops to be raised in an alternate schonie of food 
and fodder crops which has to be popularised, is sure to supply 
us with an elficieiit stock of reserve fodders for consumption by 
cattle in less fortunate seasons, and thus sj>read our fodder supply 
evenly througbont tlie year. Already there have been certain 
steps taken by the Agricultural De(i>artment in this direction, 
and we will not grudge to give them credit for that. The experi- 
mental farm at Pusa has done a lot in this respect of discover- 
ing suitable fodder crops. In tlie Central Provinces a species of 
bamboo is being grown for fodder purposes.. Prickly pear is 
being convened into fodder by a simple process in the Deccan. 
Interesting experiments are being carried on in Bombay, in- 
augurated by the ex-Director of Agriculture Dr. Harold H. Mann, 
on the best way of developing the stray grasses on the uncultivat- 
ed slopes. In the Agra Division one of the hot-weather crops, 
the hifivrni (Pleuchm lavceolafn) has been popularised. New 
fodder grasses such as the elephant grass is being popularised in 
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the South, while an African variety Pemnisetum clandestinum is 
making fairly satisfactory progress in the North-AVest Frontier 
Province. We have, again, a variety of fodder crops, such as 

maize and millets, which take the place of the gras’^es of the 

West ; and luceine, berseein and Ihusian clover art^ good as foster- 
crops, but it only rein ai ns to extensively popularise them. 

There is one difficulty with this method of progressive 
popularisation. Variety of indigenous fodder plants is not always 
forthcoming. A certain amount of acclimatising exotic varieties 
to Indian condi lions has to be carried on. This is entirely the 
task of the Agricultural Department. This is not a difficult task 
for the specialised students working on a model farm wdth all 

the latest chemical ac(‘essories, and w(* can well trust them in 

their results. The ditticulty arises wdun they are ])assed on to 
the actual agriculturist. The traditional uniformity of Indian 
agricultural methods is such that any newly discovei’od methods of 
agricultural production is not readily swallowed by the average 
peasant. Even the greatest amount of persuasion and demon- 
stration (I do not suggest coercion) at times fail to convince him 
of the adaptability of the new modes. But Ashen once he is 
convinced of the useful results of these new })rocesses he will 
not only be too jileased to Inive further doses of im]>rovement, 
but it will be next to impossibility to dislodge him from his new 
position. Only liis robust faith falls to the ground in case of any 
failure, whether purely hxal or accidental, and there is once again 
a great swing to the otlier extreme of traditional cultivation. 
Such being the case, the greatest measure of caution and annlysis 
has to be used before an innovation is set on foot for popiilnrisa- 
tion. The conditions of an experimental station are quite different 
from those of a stray overage field. The capabilities of the farmer 
are limited, and it is generally not quite likely for him, to take 
the cue from the specialist and adapt himself to the changed 
conditions. An exhaustive and accurate study of local conditions 
is extremely desirable before this new process which was tried in 
a corner of the country under ideal conditions and found successful 



182 


L. L. SUNDARA RAM 


is attempted to be acclimatised. Any slight variation in the 
promised results is sure to lead to lamentable consetiuences,^ 

Ear more difficult ihan the quantitative and qualitative increase 
in the fodder supply of India is the problem of reserve fodder and 
fodder storage. This is quite a consequence of an appreciable rise 
in the supply of fodder at the present day which we have dis- 
covered above. Mere glutting of the markets with an abundant 
supply of foddei‘ during ihe period following the removal ocE 
crops is at its best capable of a temporary excess of supply of 
fodder which the cattle cannot possibly exhaust at that parti- 
cular moment. May be, a recognisable portion of it will have to 
stink and thus run to waste. On the other hand, during the 
dry months when the hot winds parch ihe fields and ever-greens 
are turned into deserts, the necessity for fodder will become all 
the more acute. The Famine (Jommissioii raised this qxiestion 
long ago, and the urgency of the measures to be taken to secure 
a more steady and even supi)ly of fodder tbrougbout the year 
is urged upon, but optinuini results are never forthcoming so far. 
The spreading of fodder supply througlioiit the whole year can 
be done in two ways : 

(1) The first will be to discover better kinds of fodder 

which can stand the ravaging effectvS of the tropical 
sun. They must; be particularly of an enduring 
nature, and in this lespect they must depend upon 
the improve<l quality of the fodders raised. 

(2) The second way of solving ihe problem is to see whether 

fodders could be raised in different parts of the year. 
This would mean a readjustment of the present-day 
agricultural operations. Assuming that fodder crops 

46 It, ifl within the observation of the present writer that artificial fertilisers 
have been thoroughly discredited in certain parts of the Andhra province, simply 
because in one village a whole crop has been destroyed by a disproportionate 
admixture of the chemical constituents, ft will take a long time before confidence 
could be restored, and that openness of mind with which this experiment has been 
started is hard to be attained once again, whatever may be future success. 
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will be raised in India just in the manner in which 
food-crops aj*e raised, or, rather to put it more effec- 
tively, assuming that fodder-raising is recognised to 
be as essential a l)usiness in the national economy 
as the supply of f'Ot)d- grains, we have to see that they 
have to be raised at diffeieni parts of the year, so 
that wastage possible under the old regime is eli- 
minated, while in this instalment basis an effective 
way of meeting the demand for fodder is supplied. 
Incidentally, this method solves the problem of 
storage ac commodat ion . 

Mr. Howard sums up the situation as follows “India has no 
leguminous hay [it ])reseiit, but there is no reason why this state 
of things should continue. Lucerne, and berseem make excellent 
hay, ijrovided caie is taken to ])reserve the leaves (the most 
nutritious portion) during the curing process. This can be done 
by completing the drying process in small heaps and taking care 
to stack the finished pmduct in the early morning before it gets 
brittle. “ A litile more care is sure to give us good results, and 
in the opiiii-on of this expert wo can have a good leguminous hay 
in the shaffdl liay now ])opulai in the Punjab. 

Transport facilities figure prominently when we have tried to 
solve the qutmtitative and qualitafivc supply of fodder in the 
country. Any industry is to be ba^sed upon the favours of local 
conditions. 'WTiere localization takes place, there is the dogging 
presence of unfavoured parts. Even in the raising of fodder crops 
in India certain parts of the land are comparatively more favourably 
situated than others, and hetu'e are more conducive to fodder 
raising. Again, farmers in certain localities are more inclined to 
take to this kind of improved agriculture, while others are not so 
advanced or enterprising. To equalise distribution we should 
command adequate and cheap transiiort facilities. Easier trans- 
port facilities have always been a favouring factor in civilisa^ 

47 Op. cit., p. 86. 



184 


L. L. SUNDABA BAM 


tion and material prosperity. Canal and river transportation are 
of essential importance in this connection. Somethings in the 
nature of a local bounty is needed for this new feature of agricul- 
tural activity to thrive. It will be practically a strange thing for 
an agriculturist to think of buying, rather of importing, fodder 
from an outside distiic;t or agency. He had been long accustomed 
to be self-sufiicienC His forefathers have been self-reliant from 
immemorial times, and his fields are supposed to give his live- 
stotik sufficient menu for sustenance. If there were any deficiency, 
he could feed them upon stray stubble and natural grasses. To 
this deluded farmer, paying a price for fodder imi)orted from an 
outside disti-ict, which must be naturally heavy, is unthinkable. 
Hence a competitive price alone can hope to have a moderating 
and convincing influence upon him. A cutting of price is pos- 
sible in case there is cheap transport. Water transport is 
decidedly cheaper than transport by animal power, while in this 
connection we camiot think of transport by the rail-road. The 
best tiling would bo in the circumstances for the local self- 
governing bodies to lower the ferry-rates, and for the Government 
Public Works and Irrigation Departments to show a partiality 
in favour of fodder transport. This is sure to act in a double 
way to increase fodder supply : in cutting down the price level 
and in inducing the agriculturists to take to fodder-raising on 
account of this allureineiit in terms of coin. A reduction in price 
means a reduction in the feeding costs which is sure to put 
up the demand for fodder at a very high pitch. Mr. Howard 
hopes^® that the Array can be of some use in the agricultural 
development of the country, esspecially in the Punjab, by aiding 
in the transport facilities, and thus it would seem that a partial 
exoneration of the heavy capitalised and recurrent non-votable ex- 
penditure is capable of being obtained. 


48 ihid. 
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The Future. 

The future is wholly one of hope and effort. Several national 
forces have to he niohilised to achieve this iTni)ortani end, 
without which our agricultural activity will have to sink dowai. 
We must have robust faith in the future. (JJonstant propaganda 
and education should l>e drawn to our assistance, and in this 
respect tht?^ Co-operative and the Agricultural Departments and 
the non-official co-operative organisations can help to iiupiove the 
situation in a large measure. Next we have to work with great 
jierseverance and hope to gain oj)timum results, liut ihe greatest 
j)art in this task rests with the more liberalised activities and 
financial support of the Govern men t. The following will be the 
three main lines along which we have to work in trying to alle- 
viate the agricultural depression of India at the present day : 

(I) The forest policy of the Government of India must have 
a lot of liberalised orientation. Forest conservancy 
rule« should be relaxed, new measures to acquire 
further forest zones under administrative control 
should be altogether abandoned, while every effort 
should bo made to break uj) the existing ones and throw 
them open for cattle and fodder raising. The graz- 
ing laws should be humanised, and payment-regula- 
tions relinquished. There does not seem much 
reason why Indian forests should yield more than a 
crore and a half of rupees annually, while those of 
the TJ.S.A. and Canada are a charge upon the 
federal budget. This only indicates the effect of 
the source and nature of the Government of a land 
o-ti its national wealth. A paltry asset on the 
balance sheet which the forests supply to the Govern- 
ment of India should not outweigh the inestimable 
benefits to be conferred upon the cattle-stock and 

Of. Bushbrook-WillianiR : India in 1925 Section dealing with the forest 
administration. 
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agricultural operations in the country by a more 
liberalivsocl administration of the forests and the waste 
lands. 

(2) Statutory legislation is a crying need as regards prohi- 
bition of uiilising village (‘ommons, ])asture-lands and 
waste lands for purposes of arable cultivation. The 
latter should never weigh as a serious consideration. 
Instead of increasing agricultural output, this pro- 
cess, if allowed without hindrance, is sure to react 
upon the existing sources of motive-power and irri- 
gation facilities, and bring about an initial dissix)a- 
tion and an ultimate collapse of the agricultural 
industry of the land. The Government ought not use 
the powers vested in them by la.w of splitting up 
waste lands and awarding them to stray and deserv 
ing applicants, mostly in the shape of rewards to 
people who have done them some sort of service or 
other. On the other hand, they should buy all 
available patches of land and speciallv allot them, for 
purposes of grazing in common. In this respect 
the local civic authorities can co^operaie with the 
Govemmeni in improvising sufficient pasture lands 
for each village, in the manner in which ancient 
Aryan usage required. 

(8) Our agrieultural machinery and processes should be 
thoroughly overhauled. An alternate mode of raising 
food-stuffs and pastures, rotation (*rops and reserve 
fodders must replace the old traditional method of 
oontinuoiis cultivation of food-crops. Above all, our 
agriculturists should be made to realise that fodder- 

50 In this connection, it is proper to recollect that Government has alienated 
waste land and cnlturable waste in favour of most of the demobilised armies which 
have seen service in Mesopotamia and in the open front in the Great War. 

51 Bharata Sahti (p. 17) by Sir John Woodrofle. Madras, Ganesh A; Co« 
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raising is a jab in itself and as vital to national in- 
terests as food-crops themselves. New fodder crops 
must be discovered and popularised, and in this con- 
nection the Agricultural Depaitment should be more 
enterprising and convincing. Reserve fodders and 
fodder storage must be incorporated into our agri- 
cultural operations, while cheai) transport facilities 
are to be offered to effect a decent cut in the price 
level of fodder and thus lower the feeding costs. 


Note . — We regret tliat the table on p. 16r> does not include for compariBon 
with India any old country except Denmark, which is a large exporter of dairy 
produce. All the other countries are new countries with sparse populations and 
large exporters of beef. — Thi*: Editors. 
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THE INDIAN TINPLATE INDUSTRY : A STUDY 
IN COMPARATIVE ADVANTAGES 


BY 
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Tlie idea of starting a tinplate industry was oonceived during 
the Great War. The circumstances of its origin were exactly 
similar to those of many other industries — the difficulty of import- 
ing tinp*late for military and commercial purposes and the hope 
of large profits offered by an indigenous industry secure from the 
risks of foreign competition for, as was then imagined, an indefinite 
period. Two big firms, the Burma Oil Company, Ltd., and the 
Tata Iron and Steel Company, Limited, were greatly interested 
in the manufac'tiure of tinpilate, the one as the consumer of tinplate 
and the other as the producer of tinplate bars, which constitute 
the most important raw material of the tinplate industry. 
Estimates and negotiations were completed by 1JU9 and the 
Company was registered in 1920. The entire share capital of the 
new company was taken up by the two firms — two-third shares 
valued at Rs. 60 llakhs by the Burma Oil Company, I/td., and the 
remaining one^third costing Rs. 25 lakhs by the Tata Iron and 
Steel Company, Ltd. As the years 1920 and 1921 progressed, it 
was found that the share capital was inadequate on account of 
adverse exchange, rise of price of American materials, enhance- 
ment of Indian import duties and finally the use of bigger and 
more elaborate plant and machinery than were originallly 
contemplated. The result was that the additional capital needed 
was raised by issuing debentures worth Rs. 1,26,00,000 at 10 per 
cent, the whole lot being taken up by the bigger of the share- 
holders, the Burma Oil Company, Ltd. The total capital was now 
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Es. 2,00,00,000, of wkicli neaiiy Es. 1,60,00,000 represented the 
block, and Es. 60,00,000 working capital.^ 

The factory is located at Golinuri, near Jamshedpur. The 
first mill was started on IStli December, 1922, with a full crew 
of 54 Welshmen and 2 foremen. Over a hundred Indians were 
immediately put under training. In less than a year, Indian 
workmen had been sufficiently trained to make it possible for all 
the six mills being put into operation by the end of 1923. But it 
was in 1924 that all the plant could be completeily worked. So 
far as the results could be judged by the output alone, they exceeded 
even the most sanguine expectations of the promoters of the 
company. In 1923, the output was 9,000 tons and in 1924, the 
first year of full working, 20,763 tons. In the succeeding year the 
outi)iit rose to 29,555 tons, and in 1926 to 36,000 tons. It is 
worthy of note that the original estimate of full output had been 
put down at 28,000 tons, so that in the course of a short period of 
2 years of full working, the results proved to be better than the 
estimates. A subsequent estimate placed the figure of full output 
at 36,000 tons, which was reached in 1927, that is, in the course 
of four years of full working.^ The rapidity of the growth was 
so striking and remarkable that the Tariff Boaid in its Eeport of 
1927 was constrained to record that the tinplate indnstiy afforded 
a notable illustration of the industrial progress attainable within 
a short period under the policy of discriminating protecKon 
adopted by Government.*' 

Tliis brief survey of growth, as shown by output, would no 
doubt lead to a prima facie assumption that the tinplate industry 
of India enjoys the benefit of some superior advantages which have 
made such strikingly rapid deve*lopment possible in a manufacture 
which many other countries have failed to establish on any appreci- 
able scale. On the other hand, the rapidity of the growth of a 

1 Vide Evidence recorded during Enquiry into the Steel Industry (1924), Vol. 2, 
pages 16, 27 and 86. 

B Vide Evidence recorded during the Statutory Enquiry (1926), Vd. 7, 
pages 65-66f 



190 


H. L. DEY 


highly technical industry in an industrially backward country 
like India, where most of the essential e^lements of ^ productive 
power ’ like skilled labour, foremen, captains of industry and 
banking are lacking, may also raise a reasonable doubt in our 
minds as to whether all this outward development was not after 
all a mere spurious success due to the generous measure of 
assistance afforded by the protective tariff. Whether the founda- 
tions of the industry have l)een set upon solid grounds of potential 
superiority or merely upon the artificial prop of protection, may 
be found out by analysing the comparative advantages that are 
enjoyed by the industry in India. 

The tinplate industry may be regarded as a branch of 
the steel industry and, therefore, in point of c*>omparative 
advantages, they stand more or less exactly on the same footing. 
In the tinplate industry, no less than in the steel industry, the 
advantages are potentiall, not ac'iiual. It may, therefore, be held 
with reason that since the steel industry has been found to enjoy 
potential superiority, the tinplate industry is also presumably 
benefited by that potential superiority of the main industry. 
Nevertheless, the conditions of the two are not exactly on a par, 
though there may be many points of similarity. For in the first 
place, the raw material of steel, that is, pig iron, involves a much 
less difficult process of manufacture than that of the tinplate 
industry, that is, steel. The former has been already a commercial 
success in India for nearly two decades, while the latter is still 
dependent upon the artificial prop of protection. Secondly, 
tinplate manufacture represents a highly technical process of 
conversion, and is undoubtedly a great deal more difficult and 
complicated than general steel manufacture. This is proved by 
the fact that highly developed industrial countries like France, 
Germany and Japan, who have long succeeded in the general 
8tee»l manufacture, have had only indifferent or totally disappoint- 
ing results in the development of tinplate manufacture. Accord- 
ingly, it is necessary to study separately the question of comparative 
advantages in the tinplate industry. 
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Among tlie raw materials of the industry, the principal are 
the steel bars, which account for about 40 p.c. of the total works 
costs. ^ Now, so far as the Indian tinplate industry is concerned, 
the sheet bars are supplied by the Tata Iron and Steel Company, 
I/td., under an agreement at a price which was for some time 
actually lower than the rate ruling in foreign markets. It is 
necessary to note that the Tata Iron and Steel Company was one 
of the sponsors of the Tini)late Coinjuiny and holds one-third of the 
ordinary sliares. It is interested in liie development of the tinplate 
industry as oifering an outlet for a considerable part of its 
products. Accordingly it will be seen that heavy concessions are 
made by it in the supply of sheet bars to the Tinplate Company. 
The Tinplate Company up to 1926 i)aid to the Steel Company a 
X)rovisional price equal to the f .o.r. Swansea price. If, at the end 
of the year, it were found that, the cost of production of tinplate 
exceeded the price of imj)orted tinplate, half the loss was to be 
borne by the Steel Company. If there were a profit due ifio the 
cost of j)rodiiction being below' the imported price, half the profit 
w^as to be paid to the Steel Company. Accordingly as long as the 
tinplate manufacture in India did not attain as high a level of 
efficiency as in foreign (jountries, the tini}late manufacturers in 
India were assured of an adequate supply of sheet bars of the 
right quality at a price actually below the rate that might be 
current in Wales from time to time. It is, however, to be noted 
that the cost of manufacture of tinplate, as provided for in the 
agreement referred to, included interest on debentures representing 
fixed capital at 10 p.c. and on share capital at 6 p.c. In consequence 
of this agreement, the Tinplate Company was aMe to secure its 
sheet bars at a price consideraMy below the Swansea price. Thus, 
on the 7th April, 1923, the f .o.r. Swansea price of sheet bars was 
Rb. 150 a ton, wffiile the price payable to the Steel Company was 
Hs. 132 a ton. Similarly, on the 4th August, 1923, the price 

3 Vide Minutes of Evidence, Vol. 7, Statutory Enquiry (1926), pages 81*82. 
The total works costs were Rs. 312—762, and the cost of steel Rs. 116—889 or 
87 p.c. of the total. 
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payable for Indian sheet bars was found to be B/S. 110 a ton as 
ag^ainst an f.o.r. Swansea price of Rs. 137 a ton. The result was 
that the Tinplate Company not only obtained its supply of sheet 
bars at Welsh rates, but also obtained a subsidy from the suppliers 
of the raw material.^ This contract was to have operated for a 
period of 26 years. But in 1924, as Avell as in 1926, the Tariff 
Board declared the contract as extremeily ill-advised from the 
point of view of the Steel Company, “ both because it is to 
continue for the very long term of 25 years, and still more because 
it mahes the price which the Company is to receive for tlie steeil 
it sells depend on the efficiency with which the purchaser carried 
on his business.” Accordingly, in 192G, the contract was revised 
and the price of tin bar was fixed at Rs. 84 a ton for 1926 and at 
Rs. 83 for the subsequent period of 7 years. This price wavS 
approximately the same as the price paid for tinplate bars by the 
Welsh manufacturers. 5 Fuii:hermore, this price of Rs. 83 
comprised of the Steel Company's works cosSs of Rs. 60 and 
overhead charges of R,s. 23, which was regarded as quite reasonable 
for a semi-finished product like the tin bar. Accordingly, it is 
clear that in so far as the principal raw material is concerned, the 
Indian tinplate industry enjoys equal comparative advantage with 
the Weilsh industry. 

Another important raw material, sulphuric acid, is also 
supplied by the Steel Company at a reasonable price. The other 
important raw^ materials are tin, pink meal, palm oil, zinc chloride, 
greases, tanned fleeces, brasses, cold roll, annealing boxes, and 
rolls. All these materials are at present imported. Tin which 
is next in importance to tinplate bars, is at present imported from 
the Straits, while palm oil is bought from West Africa. In 
respect of both of these things, the Indian manufacturer is nearly 

4 Vide Keport of the Tariff Board regarding the Grant of Protection to the 
Steel Industry (1924), pp. 126 — 28. Also Minutes of Evidence (1924), Vol. 2, 
pp. 25-26. 

5 In 1926, the price of Welsh tin bar was ^6, 8s. 6d. which works out to 
Bs. 62. 4a. at Is. 6d. per rupee. 
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in tlie same position as the Welsh manufacturer, as Ixjth have to 
import from the same sources. The Indian Tinplate Company, 
Ltd., use some 500 tons of tin in all. The only handicap in respect 
of the supply of tin imiiosed on the Indian manufacturer is the 
high import duty on imported tin, which actually came out to be 
Hs. 375 a ton in 1923, its. 450 a ton in 1924, Rs. 625 a ton up to 
January, 1926, and Rs. 250 since February, 1926. It is estimated 
that the consumption of tin per ton of tinpilate is one-fifty-fifth 
of a ton. Therefore, owing to the import, duty on tin, the Indian 
manufacturer’s works costs are enhanced by Rs. 4/^. When 
the finances of the Governinent permit it, the imi)ort duty on this 
essential material of a struggling and protected industry should 
be abolished. It may also be noticed here that the districts of 
Amherst, Tavoy and Mergui in Biiima produce a certain (quantity 
of tin, the last-mentioned district having produced 407 tons of tin 
ore and 217 tons of block tin in 1922. The tin ore is sent across 
to the Federated Malay States for treatment, although a small 
quantity is smelted according to primitive Chinese methods. The 
Geological Sui'vey is of opinion that there is every possibility of 
the development of a good tin industry in Burma. ^ 

Palm oil is also imported by both the Welsh and the Indian 
manufacturers from West Africa. It is an important material 
for the tinning process. Here also the Indian manufacturer has 
to pay an import duty of 15 p.c., and in 1925 the incidence of the 
duty was about Re. 1 per ton of tinplate. The Indian manufacturer 
holds that the oil palm of West Africa is suited for cultivation in 
India, and further that some suitable substitute also may be found 
out of the numerous vegetable oils produced in India. 

All other essential materials, such as pink meal, zinc 
chloride, hot neck grease, gear gi’ease, cold neck grease, tanned 
fleeces, brasses, cold roll and annealing boxes are imported from 
England. Accordingly, the Indian manufacturer here suffers from 

6 Vide Minutes of Evidence recorded by the Tariff Board regarding the Grant 
of Supplementary Protection to the Steel Industry (1925), pp. 142*3. Also the 
Geological Survey of India Report, Vol. LV, Part 4, 1924. 
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a distinct handicap in the matter of trade and freight charges as 
compared to the Welsh competitor. Moreover, the Weilsh works 
get much bigger credit for the scrap under their contract with the 
suppliers of sheet bars. In a statement submitted by the Tinplate 
Company of India in 1926, the disadvantages on account of 
imported materials including tin were estimated to be B»s. 3*14 
on account of charges and freight, Its. 1*98 import duty on 
materials, Be. 4*61 import duty on tin, or Bs. 9*73 per ton of 
tinplate. Leaving aside the impart duty, the real disadvantages 
are, therefore, equal to Bs. 3*14 per ton. 

We have also to count the indirect disadvantages consequeiit 
on the manufacturer being at a great distance from the source of 
supply of essential materials. These may be set forth as follows : 
Firstly, the experiments are more costly; secondly, home stores 
may prove of bad quality, in which case replacement takes a long 
time with the resultant stoppage of work; and, thirdly, a larger 
amount of capital has got to be tied up in home stores, for the 
Indian manufacturer has had to keep a reserve of three months’ 
stores as against a possible fortnight or mouth’s supply at Wales. ^ 
The net disadvantages including import duty are, as we have seen, 
Bs. 9*73 per ton of tinplate, and if the duties are excluded, the 
disadvantages shrink to a measure of Bs. 3*14 only. To this may 
be added the freight of tinplate from Golmuri to Calcutta, which 
is the principal market for Indian tinplate. This freight is 
Bs, 10 a ton. The total disadvantage on account of its being 
situated in India, therefore, amounts to Bs. 13*14. 

As against this, we have to put on the credit side freight, 
insurance, landing charges, etc., that inflate the selling price of 
imported tinptlate in India, In 1926, freight, insurance, etc., from 
the United Kingdom, cost £2 68. 6d., which, at Is. 6d., works 
out to Bs. 81 per ton. The landing charges amounted to Bs. 2 


7 Vide Minutes of Evidence, Supplementary Protection (1925), pp. 182-8. Also 
Minutes of Evidence, Continuance of Protection (1926), Vol. 7, p. 54. 
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12a. ^ Tlius, tlie tinijlate fioin the TTiiited Kingdom was woi’se 
off by 33 12a. on aoronrit of freig'hl, insuruuce, landing charges, 
etc. It may, therefore, be said that the Indian maniiluctiirer, 
on account of his nearness to the maiket, enjoys a net advantage 
over the Welsh competitor estimated at Rs. 14 <o Rs. 20 per ton 
of tinplate. The advantage arising out of proximity to the market 
may be enhanced when some of the imported materials, such as 
pink meal or gypsum, tanned fleeces, tin, palm oil, tools and 
machinery, rolls, annealing boxes and stands and greases are 
produced in India, or in the alternative, when import duties on 
many of these essential raw materials are taken oflr in accordance 
with the recognised principles of scientific tariff-making. 

Electricity and water, like steel bars, are purchased by the 
Tinx)late Comi)any from the Tata. Iron and Steel Works, and these 
are derived at a reasonable cost.. With regard to coal, it is to be 
noted that the tinplate manufacturers generally use second class 
steam coa*!, as the first class steam coal, which gives a locallised 
heat, does not suit them. Xow, although India is handicapped 
by the deficiency, both in qiiality and quantity, of her first class 
coking coal for metallurgical jnirimses, she has ample supplies of 
steam coal, which has been used under competitive conditions by 
many of her flourishi ug industries like the jute industry. No 
complaint has ever been heard from those who have been using 
second class steam coal for suitable purposes. Tlie representatives 
of the Indian tinplate industry, as a matter of fact, stated before 
the Tariff Board in 1926 that they found the coal used quite satis- 
factory for their purposes. 

In respect of the supply of labour, the position of the tinplate 
industry is more or less the same as that of the steel industry. 
From the brief outline of the operations of the tinplate industry 
sketched by ,T. H. Jones, it would seem that in spite of consider- 
able mechanical improvements in the Welsh and more si>ecially 
in the American tinplate industry, in the main rolling and tinning 

8 Vide Minutes of Evidence, Vol. 7, p. 44, on the Continuance of Protection 
to Steel (1926). 

E. 11 
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remain handicraft operations, which call for considerable powers 
of skill, experience, jud^ 4 *ment and physical endurance. As in the 
open hearth department, and even more than tliere, the human 
factor is highly important for the success of the rolling and tinning 
stages of the tini)late industry. In the matter of labour, therefore, 
the Welsh tinplate maniifacturers enjoy a marked degree of 
comparative advantages over tlieir foreign rivals. As a matter of 
fact, when after the passing of ihe McKinley Taritf Act of 1890, 
the United States of America established tinplate works, there 
was a sort of literal transplantation of the industry from Wales to 
America. ‘‘ Sometimes the whole equipment — roills, shears, pots — 
was imported, and then was operated by Welshmen also brought 
over. Even though gradually the tinplate works of America felt 
the reaction of the new emdronment and were made more efficient 
by the introduction of automatic or semi-automatic devices, many 
of the handicraft operations are said to be still carried on by 
migrated Welshmen. Geimanj^ is still feeling insuperable 
difficulty in establishing the industry which demands physical 
powers, skill and experience of a high order, while some of the 
Eussian tinplate works are still operated by Welshmen. That 
many of the technical operations of the industry require years of 
patient and strenuous training to master them will be clear from 
the fact that in some of the Welsh tinplate works, UVG to 21-6 p.c-. 
of the males have put in over 30 years of continuous service, 8*5 
p.c. to 17T p.c. over 20 years, 22 to 28 p.c. over 10 yeais, 15 to 
22-2 p.c. over 5 years. Some of ihe physical difficulties of lalxiur 
which are imposed by climate have no doubt been removed in the 
United States of America as well as in India by high capital 
expenditure. In America and still more so in India, it was found 
tliat continuous work in the hot mills during the hot summer 
months would be impossible. We are told that temperatures of 
9()®E. to 100°F. have been noted at positions where the rollerman 
and behinder usually stand, and temperatures of 95°K. to 100°F. 
at points lietween the furnace and the rolls. The position of the 
operatives is made still more unbearable by the fumes of burning 
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lubricating* grease from the hot necks of the rolls, iiiid coal and 
ash dust from the furnaces. This difficulty of strenuous manual 
work under extreme temj^erature has been overcome by a very 
generous, if not extravagant, scale of capital exiamdiliiK^. “ With 
buildings of a spaciousness exceptional even foi’ America, elal>orate 
equipment for blowing cooled air on to the operatives, water-cooled 
floors and furnace fronts, chimney stacks of unusual height for 
carrying away noxious fumes, and generous spacing of machinery, 
no expense has been spared to counter the difficulties attendant on 
continuing one of the hardest known manual processes; through 
the Indian Hot Weather.”^ Secondly, in so far as mere manual 
skill is called for in the diflerent departments, suitable Indians 
are being trained up for dift'erent positions under expert Welsh 
instiuictors, and in these a considerable replacement of imported 
labourers by Indian operatives has taken place within the first 
three years of Indian tinplate industry. Some idea of the 
progress in this direction may be gathered from the fact that 
whereas in 1923, there had been employed 84 covenanted 
Welshmen for an annual output of 9,000 tons, in 1926 the number 
was reduced to 58 for an output nearly 4 times as large (35,000 
tons). On the basis of the 1923 figures, this means a reduction of 
83 p.c. in the strength of the imported staff in the period of 2 
years. In consequence, the tonnage of output per head rose within 
the same period from 3*64 to 12*29, while tlie works costs per ton 
dropped from Rs. 459 to Rs. 316. It is also worthy of note that 
between 1924 and 1926, there was a decrease of uncovenanted 
hands from 2,540 to 2,323. It is only in the hot mills and the 
tin-house that considerable numbers of imported operatives are 
employed and will have to be employed for many years to come, 
for the former requires long practicail experience and sound 
judgment of the temperature of the furnaces and the steel, and 
knowledge of the correct regulation of the rolls to suit different 
conditions of temperature and gauge, while in the latter an expert 

9 Vide Minutes of Evidence, Enquiry into the Steel Industry, 1024, Vol. 2, 
page 19. 
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is required to eontrol the temperature of the tin pot. Accordiugtly , 
the Indian tinplate*, nianufacturers are of opinion that entire 
replaoemeiit of (jovenanted hands by direct substitution can talce 
place only in the departments of shearing' and opening, pickling, 
annealing and warehouse, whereas in the hot mills and the 
tin-house there can be oiil^" dilution and not entire substitution. 
Thus, within three years, 1923 — 26, the number of covenanted 
hands in the hot mills was only reduced from 56 to 36, and in 
the tin-house from 12 to 10. It is the opinion of competent 
persons that it takes a period of 10 to 15 years to make a good 
tinplate roller. In the cold rolls, again, no Indianisation took 
place, though there were some Indians under training. On the 
other hand, in the annealing department, one European out of 3 
has been replaced by an Indian, and in the pickling depaiiiment, 
there has been Indianisation by dilution, i.e., by placing 1 
European and 1 Indian together in charge of 2 pickling machines 
where formerly theie had been 2 Europeans.^® 

An important point in connexion with climate and lal)Our, 
to which attention should be given, is that in order to overcome the 
diiSiculties caused by extreme temperature on the one hand and 
lack of suitable Indian labour with great physical vigour and 
powers of endurance on the other, enormous capital expenditure 
lias had to be incurred. The capital outlay on the plant and 
machinery in India has been admittedly on a much larger scale 
than in Europe and i)erhaps even in America. Sii’ Edgar Rees 
Jones, iepresentative of the AVelsli Plate and Sheet Manufacturers" 
Association, stated before the Taritf Board in 1926 that a similar 
plant could he set up in Wales for an initial capital outlay of 
£350,000 or Bs. 46 2/3 lakhs. In India, however, the capital 
expenditure incurred was between Es. 150 to 160 lakhs in 1924, 
which was more than double the original estimate of B«. 65 lakhs. 


10 Vide MimiteK (vf Evidence, Tariff Board, in‘20, Vol. 7, pp. 47-- 49, 140—50. 
r.t is, however, to he noted that there has been no replacement of Siiiropeans by 
Indians bo far aa anperviBioii is concerned, specially in the hot mills. 
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This huge amount of excess expenditure was due partly to 
exchange fluctuation and partly to enhanced prices and alterations 
in designs. The capital value of the plant was estimated by the 
Tariff Board, after allowing for depreidation and fall of prices, 
at Ba. 85 lakhs. The (pieslion now arises whether the disadvantage 
of higher overhead charges will he compensated in some other wa^ . 
For one thing, it is pointed out that hut for the special equipment 
and plant introduced into the Indian tinplate industry the labour 
difiiculiy would have been insurmountable and the summer heat 
would have prevented a continuous operation of the mills through- 
out. To meet these difficulties several special arrangements had 
to be made by additional capital expenditure. 

In the first place, every operation has been split up into 
several stages so that they may he operated by semi-skilled workers 
without much experience. It is in this way that the element of 
experience, which has got to be acquired by a training of over 
15 years in Wales, has Iwen eliminated from nearly all jobs in 
India in so far as mere manual processes are concerned. W^ithout 
this greater elaboration and simplification of the technical 
processes, therefore, Indians could not be employed in the different 
positions in less than 15 or 20 years. The result is that whereas 
0 men are employed in Wales to look after (> mills, in India they 
have to employ 18 men. For each man in Wales has to attend 
to 3 operations at a time, while in India each man huvs got to 
do one job all the time. It is only by this repetition method of 
the American mass production that it has been found possible 
to train up Indians for the jobs in 2 or 3 years’ time!. This 
involves more men and more machinery. In order to compensate 
for this, therefore, the Indian manufacturer has had to increase 
his output l)y having bigger and hefiviei* rolls and bigger and 
heavier liouvsings. Thirdly, in order to mitigate the hardships 
of the extreme temperature of the summer months tliey have to 
introduce cooling’ aiTungement^. Now, in so far as the more 
elaborate, expensive, and heavier machinery, and the employment 
of more men, are based upon the American standardised mass 
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production idea, and consequently lead to a more than proportionate 
output, the additional capital expenditure is in no way a disad- 
vantage. It will turn into a positive advantage. But the same 
optimisti(* view cannot perhaps he entertained with legard to the 
capital exiienditure that has been incurred in the provision of 
“ buildings of a spaciousness excei)tional even for America, 
elaborate equipment for blowing cooled air on to the operatives, 
water-cooled floors and furnace fronts, chimney stacks of unusual 
height,’’ in order to counter the climatic handicaps. Unless the 
plant as a whole is capable of producing a much larger output 
than is usual for a similar plant in Wales, the high overhead 
charge due to the climatic factor will continue to operate as a 
X)ermanent disadvantage against the Indian industry. The addi- 
tional overhead charges may also be counterbalanced, apart from 
high output, by a possible reduction in the works costs consisting 
oi costs of materials and costs above metal. In so far as the 
costs of materials are concerned, the biggest item is tinplate bar, 
and as we know there is no prospect within the next 10 or 15 years 
of the steel industry being able to offer its prodxicts at an appreci- 
ably lower rate than the foreign producers. With regard to costs 
above metal, the biggest item is that of labour, and hei^ reduction 
is possible either by a reduction of covenanted hands or of un- 
(Mjveiianted hands or both. The Indian tinplate manufacturer is 
of opinion that within the next 10 yeaivS the imported staff may 
be reduced by some p.i*., while a smaller reduction may take 
place in the uacovenanted staff. In this connexion, it is necessary 
to hear in mind that Indian labour l)eing comparatively cheap, 
tJiere is a manifest tendency to emidoy more hands than are 
strictly necessar^^ The Indian manufacturers are generally found 
to be careless and uneconomical with regard to their labour force. 
In the steel industry, it was found in 1926 that in a labour force 
of 20,290, there was an unnecessary excess of no less than 6,290, 
or an excess of about 24 p.c. Hence, it is ailso reasonable to 
exixeid. that as lalwur becomes more skilled and experienced, and 
ex])erieiice and observation yield more definite basis of manage- 
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ment, there will iJossihly be a considerable reduction in nncovenant- 
ed hands also. 

The Indian labour foice is derived from all over the country. 
A lar^e number of meo has miorrated to the seat of the industry 
from as far as Dacca and Sylhet. The company has built some 
318 houses which ])rovide accommodation for about half the 
labourers, wliile the labourers themselves, with the help of partiiil 
advances from the comy)any, have built as many as 680 houses 
sufficient for the reinaininjr half. Most of the labourers may be 
reg^arded as settled near the works site. They ipret free medicine 
and medical attendance. There is one small school at Golmuri, 
while they contribute regularly for the schools run by the Tatas 
at Jamshedpur. The area is under the control of the Jamshedpur 
Municipality, for whose maintenance also a regular contribution 
is made by the tinplate manufacturers. The average wag^e of an 
Indian is Bs. 82 a month, and there are some Indians who earn 
as much as Bs. 250 per mensem. The rates of wages jrrevalent 
are stated to be higher than those in other parts of India. Judging 
bj comparison with other places, the labour conditions appear to 
be fairly satisfactory. The labourers are said to be well-fed, well- 
clothed and well-housed. Tlie monthly wages bill of the Indian 
employees amounts to Bs. 1 lakh, and ont of this, Bs. 30,000 or 
about one-third is remitted by the labourers through the post office 
to their relations at home. Tliere has been no labour trouble at 
Golmuri since the inception of the tinplate works, and this is 
partly at least due to satisfactory labour conditions. Perhaps a 
further testimony in the same direction is Iwrne by the fact that 
there is no labour organisation at Golmuri, wliich contrasts veiy 
strongly with the perfect type of Unionism prevalent among the 
tinplate workers of Wales. 

It is now necessary to enquire whether there is a sufficiently 
big market to justify the setting up of a tinplate industry in this 
country. In the three years 1923-24, 1924-25 and 1925-26, the 


lijhid, page* 146—148. 184—186, 191—96, 
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total cousumption of tinplate in India was 56,0<K> tons, 59,000 
tons and 60,000 tons respectively. (If this, nearly 40,000 tons 
are consumed by the oil trades and the rest by miscellaneous users, 
such as tea packers and biscuit manufacturers. It is estimated 
that so far as the present level of tinplate consumption goes, the 
normal annual increase in consumption may be put down at about 
1,500 tons, so that in about seven years’ time the total consump- 
tion may expand up to somewhere near 70,000 tons. Now the 
present capacity of the only Indian tinplate works in existence is 
36,000 tons per annum, and this maxi muni outpui has already 
been attained. In so far as this particular firm is concerned, 
there is an insured market for 75 p.c. of its output. Under an 
agreement, the Burma Oil Company will buy from the Tinplate 
Company at least 28, (MX) tons of tinplate every year. In 1926 
and the first five months of 1926, its purchase tvus actually 87 
and 83 p.c., respectively, of the total outpui of the tinplate factory. 
With regard to the balance of 25 p.c. of the output, amounting 
to 8,0(M) tons, (he company has only to capture a portion of the 
indigenous market for the remaining 24, (XX) tons which are at 
l)resent imported. Therefore, in so far as the present scale of 
production is concerned, there is a guaranteed market for 75 p.c., 
and more Mian enough scope for the sale of the remaining 25 p.c. 
in the indigenous market. 

A second point which is of particular im]>ortaiu‘e to the 
student of tarifi is, whether the present or the potential market 
is large enough to afford scope for the existence of several 
representative firms so that vigorous internal (*,ompetition, which 
is tlie greatest incentive to progress and efficiency, may be 
encouraged. We have noticed that so far as the present scope 
for the consumption of tin]>late goes, the annual oftlake is not 
likely to exceed 70, (XH) tons within the next 7 yea is. And, there- 
fore, within this period there will be hardly room for moie than 
2 plants of the same size as the present one. Judging from the 
huge capital outlay that has been made in the present plant, it 
would appear probable that the existing firm would make neceesary 
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extensions to capture the entire market in India. Indeed the 
layout of the plant has been so designed as to admit of its being 
readily doubled in size, so that there might be ultiniately an 
output of 72,000 tons or more than Indians entire demand, 
Accordingly, it would seem that more or less perfect monopolistic 
conditions are likely to arise in the supply of tinplate in India. 
Under such circumstances, there would be gieat danger of either 
the perpetuation of inefficient methods screened behind the tarilf, 
or the exploitation of the tariif for unusual profits at the cost of 
the consumers. The history of American tariff is replete with 
instances where tlie tariff was exploite<l by industries even when 
they had outgrow’n their infancy. This has been shown to have 
been the case, for a period at least, with American steel and 
tinplate indiistries.i^ It may, therefore, be held with reason that 
so long* as the market for tinplate in India continues to be so 
narrow in extent as to make it possible for a single plant to satisfy 
it entirely, there would be every likelihood of the rise of monopoly 
and the consequent, almosi iiivai*iable, sacrifice of the interests 
of the (M)nsumers. And further, in view of the very slow- moving 
nature of economic tendencies in India both in the matter of 
consumption and production, there appear to be no prospects of 
an appi’eciable expansion of the market for tini)late in the neai* 
future. It is true that, in recent years, the cautiiiig industry has 
sprung into prominence in connexion with the expoi*t of agri- 
cultlural products. In America, as well as in Europe, the remark- 
able development of the canning industiy has led to a very 
considerable expansion of the tinplate industry. And, there fo 1 * 6 , 
the development of a caaning industry in India, in connexion with 
extending the scope of lier agadoultural output and export, may 
extend the market for tinplate much beyond tlie present scale. 
And it is also notable tliat the Boyal Commission on .igri culture 
has emphasised the importance of the canning industry in 
connexion with the extension of the scoxie of agriculture and 

12 IbiJ, page 85. 

Vide Taussig — Some A8pe<*ts of the Tarilf Question. 
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develupment of the export trade. But, then, we should note that 
the reorganisation of agriculture and tlie results thereof are not 
likely to be completed within the next 8 or 10 years. Secondly, 
the kind of tinxdate required for the canning industry is of a 
much suiter i or quality to that used for the oil trades, and its pro- 
duction, therefore, is not likely to be undertaken with success in 
the near future. It may, therefore, be held that during the next 
8 or 10 years the evils arising out of a market narrow^ enough to 
be controlled by a single i)i‘oducer, to which we have alluded above, 
may appear in India ijt connexion with the tinplate industry. 

Another important aspect of the tini)late industry bearing 
upon the market, which should be noticed here, is the organisation 
of the Tinplate Com])any, Lid. In this industry, vertical 
integration has been Inought about from tlie start to the finish. 
The Tata Iron and Steel Company, Ltd., which supply the 
principal raw material, i.e., tinplate bars, owns share capital to 
the extent of one-third of the total, and it was in consequence of 
this interest in the ownership of the tinplate -works that the Steel 
Company supplied tinplate bars to the former at a price whitdi 
was below the import price and which was less than the ctjsts of 
production of the Steel Company itself. And whal was still more 
noteworthy, the price that the Steel Company I’eceived for the 
bars w’as, in a large measure, determined by the efficieticy with 
which the tinplate could be manufactured. The effect was that 
a part of the loss on tlie sale of tinplate binder competitive condi- 
tions w^as shifted back to the producers of the tinplate bai\s. This 
sort of integration, therefore, tended io <*onceal the real condition 
of the industry. Nor w^as this calculated to provide sufficient 
incentive to spur the tinplate producei>? on to the highest level 
of efficiency. This condition has, luTwever, been discontinued since 
1926. Similarly, as we have already noted earlier in the course 
of this chapter, there is integration of the producer with the 
consumei’. The Burma Oil Company, Ltd., which contributed 
two-thirds of the share capital and took up the entire debenture 
issue worth Bs. 1,25 lakhs, is also the largest single consumer of 
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tinplate. At the present moment it purchases at least 80 p.c. of 
the total output. The agreement is that it will pay exactly the 
same price at which iinpoited tinplate will sell in Calcutta. So 
far as this arrangement goes, there is nothing to take exception 
to. At the present time, due to a high protective import duty, 
the price of foreign tini)late has been considerably raised and, 
therefore, Indian tinplate sells at a remunerative price. But 
supposing there liad been no import duty, what would have been 
the position of this consumer who is also the i^redominant partner 
of the industiy? Tf it were to buy at a competitive i)rice, it would 
suffer heavily as a shareholder. In that case, as a business corp^r^'-* 
tion, it would have prol)al)ly decided to close down the tinplate 
works. But hefore being goaded to lake that extreme step, the 
consumer would have probably explored all x>ossible avenues to 
save a. concern in wbicli he ^yas largely interested as predominant 
shareholder and debentnre-lioldor. (hie of the ways in which a 
substantial concession, tbough veiled, may be made to the j)roducers 
of tinplate by the consumer is to ac(*ept as ‘ primes ’ those jdates, 
which are really ‘ wasters,’ and which, though nearly as useful 
as ‘ i)i*imes,’ would never sell at anything like the same price as 
the latte]*. This i)ossibility ivas hinted at by the representative 
ot the Welsh Sheet and Plate Manufacturers’ Association in his 
evidence befrue the Tariff Board in 192G. The implication is that 
the apparent prospeivity aiid efficien(*y of the tinplate works would 
he a spu lions one, which ivonld vanish on the ivithdrawal of 
artificial suppoit or the rise of comi)etitive conditions in the 
industry. But it is worthy of note that this is only a remote 
possibility. In so far as the purchases of the Burma Oil Company 
are coiieeiiied, it pays only coinj^etitive fhe ivasters. 

In 1928 and 1924, the entire output of wasteis was sold to dealers. 
In 1925, again, out of a total outjjut of 0,011 tons, the Burma 
Oil Company took only 2,220 tons, the remaining 3,785 tons 
having’ been sold to dealei’s and foreign markets. Again, in the 
matter of price, there was on the average a margin of Rs. 94 
between the price of primes and that of wasters, and the price 
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j'eaiiaed from flie Burma Oil Company for wasters was Rs. 86 
less than the price of primes. The difference of Bs. 8 is explained 
by the difference in the freig*lit l>etween the two sets of purchasers, 
the freig^ht having* been paid by the tinplate manufacturers, which 
was much smaller in the case of the Burma Oil Company. 

Ent'ering further into this question of interlocking of interests 
between the j)r(Klucer and tlie (‘onsumer, it may be pointed out 
that ill so fiU’ as the produ<*er is concerned, it is a matter of 
substantial advantage that he has been able to secure an assurefl 
customer for more than 75 p.e. of its xirincipal oiit|)ut. There 
}>eing no sx>ecial piice agreements, there can arise no objection from 
the point of view of the gen eial tax-payer or consumer. On the 
otlter hand, this will mean considerable reduction in the exiienses 
of selling organisation, which pbvy.s so inqiortant a part in modern 
industiy and trade. 

While we are dealing* with the subject of wastei's, it is 
necessary to state tbat this offers a serious disadvantage to the 
tinplate industry in India. The iiercventage of wasters to the 
total output in Wales has been estimated at 15 p.c., in America 
22 p.^c., and in India 20 p.c. In so far us this slightly higher 
jieroettitage of w’asters is concerned, it may be hoped that with 
greatei* expeiaenee and better training, the peroentage will come 
down to the standard that is prevalent in Wales. The real 
difficulty, however, arises out of the conditions of the market. 
The Welsh producers can dispose of their wasters at a price which 
is only £8 or Bs. 40 less than the price of primes. But in India, 
owing to a comparatively weak demand for wasters, the margin 
is as h:i^ as Bs. 94 a ton. A jiart of the diffeu'ence is to be ex- 
plained by the fact that the price for primes and wasters mentioned 
above is the nett price. The tinplate manufacturers’ market for 
a large quantity of wasters is as far as Karachi, and the freight 
has io be paid by the manufacturers themselves. If we include 
fieight, !th.e gioss selling prices obtained in 1925 were Es. 397 
for paimes and Bs. 328 for wasters, and in the fii'st part of 1926, 
B«. '401 for primes and Be, 348 foi* wasters. Hence it would 
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appear tliat the disadvauta^e arising out of' the wider margin 
between the prices of inimes and wasters in India than that in 
Wales is due to the fact that while the latter has got the market 
for wasters in about the same place as that for primes, in India 
the market for wasters is at a very gi^eat distance from that for 
primes as well as from the works. Thus, for example, the freight 
from Tatanagar to Karachi where wasteis are sold is Ks. 48 a ton, 
wliiereas the same for ( 'alcutta is only Its. 10. This itself accounts 
for a difference of Hs. 88 between the two prices. This disadvantage 
may gradually disappear with the development of tlie mdigenous 
market for Indian plates. As a matter of fact, a sufficiently big 
market for wasters does already exist in India. A large part of 
the market is now in the hands of importeis, which has had to be 
cultivated and gradually captured by Indian producers. While 
in 1923 and 1924, they had ,to export wasters, in spite of sma^ll 
output, in 1925 and 1920, nearly the whole was disposed of in the 
indigenous market. So, with the gradual exi)ansion of the market 
which is diffused over a large area, some of the disadvantages 
regarding wasters are likely to disappear. 

A similar disadvantage, under which the Indian tinplate 
industry lahours, is in the matter of disposal of steel scrap. 
The pro})oHi()n of snap to steel bars is about 37 p.c. The 
steel scrap produced in the factory amounts to some 10,000 tons 
a year. Now, in Wales, there are many steel works which buy 
thi.s scrai) from the tinplate manufacturers at a fair price, which 
was 57s. (kl. or Rs. 38J in 192(». But in India the steel industry 
itself is in its infancy. There is no appreciable development of 
the manufacture of steel castings. Accordingly, there is no market 
for steel scrap in this countiw. The tiiix)late manufacturers, there- 
fore, have to export their steel scrap to Italy to be used there in 
electric furnaces. After deducting the cost of baling and stacking, 
handling, freight, etc., they get a net price of Rs. 5 to Es. 7 a 


U Vide Minutes of Evidence, Statutory Enquiry re Steel Industry, Vol. Y, 

pp. 168— 78, 218—22. 
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ton out of their sale of scrap. This compares very unfavourably 
with the price of Rs. 38 1/3 received by the Welsh manufacturers. 
If the difference per ton of scrap is taken in round sum at Rs. 30, 
then the total disadvantag^e of the Indian tinplate manufacturer 
on 10,000 tons of scrap is measured by Rs. 3,00,000. This means 
that if the market for Indian scrap was as good as that of Wales, 
the Indian manufacturer could reduce his cost per ton of tinplate 
(on 36,000 tons) hy Rs. 8. As long as, therefore, the scrap has 
got to be exported, this j)articular disadvantage will (continue. 
Blit it must be noted that the tinplate industry is being developed 
ill India as a part of the larger steel industry. Accordingly, if 
the steel industry in its different branches is established under the 
stimulus of protection, it may he expected that a siiflicieutlv large 
market for scrap also will he established, and the disadvantage 
of the tinplate industry on account of scrap will disap])ear.^5 


15 /bid, pp. 140-141, p. 202, pp. 222-223. 
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The amalgaiaation oi note issues in Great Britain, which has 
been broughi about by the Currency and Bank Notes Act, 1928, 
completes the monetary reconstruelion which has steadily and 
suc(‘essfully l)eeii going on since the Armistice. In Ai)ril, 1925, 
the gold standard was restored and thiee years later in July, 1928, 
the Currency and Bank Notes Act became law. The Bank ot 
England on ^ the appointed day ' is to take over the lial>ility on 
outstanding currency notes, together with the Bank ot England 
notes, tlie securities and the silver that are cover for the notes. 
There will 1)e a fiduciary issue of i!26(),0(K),0(K), which is 
approximately the combined fiduciary issues of the Tieasury and 
the Bank previous to the Act which became law on July 2. TJie 
Act permits the Bank to issue (in addition to bank notes of £5 
and upwards) notes of £1 and ten shillings which are legal tender. 
The Act provides in section 2 (2) for the reduction of the fiduciary 
issue. In section 8, perhaps the most important in the whole 
Act, power is given to increase the amount of the fidm iary issue 
under certain conditions. 


m 
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The Act follows closely the Report of the Cuiiliffe Coininittee, 
which was appoiniecl in 1918 ‘ to consider the various problems 
which will arise in connexion wuth currency and foreign exchanges 
during the period of reconstruction and report upon the steps 
required to bring about the restoration of normal conditions in 
due course.’ The Committee repoiled that a minimum gold 
reserve of about £150,000,000 and that a corresponding amount of 
notes should be covered by 100 per cent gold, while the remainder 
could be fiduciary. In 1924 a Treasury Committee was appointed 
‘ to consider wdiether the time has now’ come to amalgamate the 
Treasury note issue w’ith the Bank of Mngland note issue.’ 
This Committee, agreeing w’ith the Cunlitife Committee, reported 
that * w’e anticipate that if a free gold market is restored at the 
end of 1925, the experience necessary to enable the amonnt of the 
fidiK'iary issue to be definitely fixed w’ill Iiave been obtained by 
the end of 1927. The transfer of the issue (Muild then take place 
early in 1928.’ Section 8 really does more than the Cunliffe 
Committee proposed. It is not merely to be tire legul method of 
meeting a crisis w It is not a mere sulrstitute for the dlA crisis 
letter. It is intended to be used as population increases, as 
earnings increase aiul as the standard of comfort increases. It 
is intended to be used to prevent undue stringency and in short 
not in a crisis but before it, Section 2 will enable the Bank to 
(amvert surplus gold into an earning asset by transferring a portion 
of the reserves to the Issue Department of the Bank and to 
withdraw’ the equivalent in .securities held as cover for notes in 
that Department. Cnder section 6 earnings on secuirities in the 
Issue Department have to lie paid to the Treasury and by this 
means surplus gold (*aii be converted into an earning asset. 

Another important section^ — section 11 — gives the Bank of 
England power to miuire iier^sons to make returns and to sell 
gold, llie purpose of this clause is mei^Jy to prevent tlie hoarding 
of gold in England and it is not intended to interfere in any way 
witli the holding of gold in England by or on behalf of foreign 
banks or foreign persons. Such gold as the latter will be immune 
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from the oiyeratioii of ihe clause. The clause does not include 
such stocks a.s are re<iuiied for the operations of the London bullion 
market. The Bank by this section will lie able to increase its 
reserves by the purchase of g^old privately held in great Britain. 

The Act is published hi e.rfemto l>elo\v. It keeps to the old 
fundamental jirinciples of 1844 with such additions as have by 
experience been found to be necessary. The jirinciple of the 1844 
Act that the notes issued beyond the fixed fiduciary amount shall 
be covered by gold is maintained. Already under section 3 of 
the Currency and Bank Notes Act of 1914 the Bank of England 
may, with the permission of tlie Treasury, issiu' notes temporarily 
in excess of the legal limit. This j>r<)visi(>n is coutiiuied in the 
new Act as re<x)mnieuded hy the Cunliffe Committee. The disci e- 
tionary power to increase .the fiduciary note issue can advisedly 
be left with the Bank of England as its notes are convertible into 
gold bullion for export, a check as Ricardo pointed out against a 
possible redundancy. It would have been open to objection if the 
fiduciary limit had been fixed once and for all. It is \in scientific* to 
make inelastic a monetary element which ought to adjust itself 
automatically to changes, the monetary machine being merely the 
handmaid of primary economic forces. It is also satisfactory to 
note that the Treasury will rec'eive the profits on its own note 
issue, and the profits on the present issue of the Bank of England 
which ill the past have accrued to that institution. The Bank 
has shown itself enlightened in this matter. It is indeed a relic 
of early times for the profits of a note issue to accrue to a private 
profit-making institution. The business of supplying legal tender 
should be a national function. 


F. 18 
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Amendment) 
with respect 
to powers of 
Bank of 
England to 
issue hank 
notes. 


CUmiENCY AND BANK NOTES ACT, 1928 
[18 and 19 Geo. 5. C. 13] 

An Act to amend the law relating to the issue of bank notes 
by the Bank of England and by banks in Scotland and 
Northern Ireland, and to provide for the transfer to the 
Bank of England of the currency notes issue and of the 
assets appropiiated for the redemption thereof, and to make 
certain provisions with lespect to gold reserves and other- 
wise in connection with the matters aforesaid and to 
prevent the defacement of bank notes. 

[2nd July 1928.] 

1. — (1) Notwithstanding anything in any Act — 

(а) the Bank may issue bank notes for one pound and. 

for ten shillings: 

(б) any such bank notes may be issued at any place 

out of London without being made payable at 
that place, and wherever issued shall be payable 
only at the head office of the Bank : 

(c) any such bank notes may be put into circulatiou 
in Scotland and Northern Ireland, and shall be 
current and legal tender in Scotland and 
Northern Ireland as in England. 

(2) Secition six of the Bank of England Act, 1833 (wiiicdi 
provides that bank notes shall be legal tender), shall have 
effect as if for the words “ shall be a legal tender to the 
“ amount exi)ressed in such note or notes and shall be taken 
“ to be valid as a tender to such amount for all sums above 
“ five pounds on all occasions on which any tender of money 

may be legally made ” there were substituted the words 
shall be legal tender for the payment of any amount.*’ 

(3) The following provisions slrall have effect so long as 
subsection (1) of section one of the Gold Standaid Act, 1925, 
remains in force — 
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(a) natwithstandin^^ anything' in the proviso to seidion 
six of the Bank of England Act, 1833, bank 
notes for one pound or ten shillings shall be 
deemed a legal tender of payment by the Bank 
or any braneli of the Bank, including payment 
« of hank notes : 

(h) the holders of hank notes for five pounds and 
upwards shall be entitled, on a demand made 
at any time during office hours at the head office 
of the Bank, or in the case of notes payable at 
a bramh of the Bank, either at the head office 
or at that branch, to require in exchange for 
the said bank notes for five pounds and upwards 
l)ank notes for one pound or ten shillings. 

(4) The Bank slmll h ave power, on giving not less than 
three months' notice in the London, Edinburgh and Belfast 
Gazettes, to call in the ]»ank notes for one pound or t^n 
shillings of any series on exchanging them for bank notes 
of the same value of a nev’ series. 

(5) Notwithstanding an^^thing in section eight of the 
Truck Act, 1831, the payment of wages in bank notes of one 
pound or ten shillings shall he valid, whether the workman 
does or does not consent thereto. 

2, — (1) Subject to the provisions of this Act the Bank Amount of 
shall issue bank notes up to the amount representing the gold England 
coin and gold bullion for the time being in the issue depart- jssue. 
ment, and shall in addition issue bank notes to the amount 
of two hundred and sixty million pounds in excess of the 
amount first mentioned in this section, and the issue of notes 
which the Bank are by or under this x\ct required or authorised 
to make in excess of the said first mentioned amount is in 
this Act referred to as “the fiduciary note issue. 

(2) The Treasury may at any time on being requested 
by the Bank, direct that the amount of the fiduciary note 
issue shall for such period as may be determined by the 
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Treasurv, after coiisultiatiaii witli the Bank, be reduced by 
such amount as may be so determined. 

Securities 3, — ('j) ji^ addition to tlie ^jold coin and bullion for the 

for note 

issue to be time bein^ in the issue department, the Bank shall from time 
held in issue 

department, to time appropriate to and hold in the issue department 
securities of an amount in ralue sufficient to cover the 
hduciary note issue for the time beinj^’. 

(2) The securities to he held as aforesaid mav include 
silver (‘oiu to an amount not e\ceediuii* five and one-half 
million pounds. 

(S) The Bank shall from time to time g'ive to the Treasury 
such information as the Treasurv mav require with respect to 
t1»e securities held in the issue depai’lment. hut shall not be 
required to include any of the said securities in the account 
to be taken pursuant to se<*tion five of the Bank of Eny^land 
Act, 1819. 

Transfer of — (1) As from the appointed day all currency notes 

currency . i /-n t ^ ^ -kt a trvt a *0 j 

notes issue issued under the CuTreucv and Bank Notes Act, 1914, certifien 

England. by the Ti’easury to be outstandinu* on that date fincludinfj: 

curreucy notes covered by certificates issued to anv persons 

under section two of the Currencv and Bank Notes (Amend- 

meut) Act, 1914, but not includino‘ currency notes called in 

but not cancelled) shall, for the piiT])ose of the enactments 

relating* to bank notes and the issue thereof (including this 

Act) be deemed to be bank notes, and the Bank shall be liable 

ill respect thereof accordingly. 

(2) The currency notes to whi(‘h subsection (1) of this 
section applies are in this Act referred to as “ the transferred 
currency notes/' 

(8) At any time after the appointed day, the Bank shall 
have power, on giving not less than three months’ notice in 
the Tiondon, Edinburgh and Belfast Gai!ettes, to call in the 
transferred currency notes on exchanging them for bank notes 
of tbe same value. 
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(4) Aliy einreiK v notes called in hut not cancelled before 
the iippoiuted day may he exchanged for bank notes of the 
same value. 


5. — (1) On the apjiolnted day, in consideration of the 
Bank undertaking liability in respect of the transferred 
(‘urrency notes, all ihe assets of the Currency Note Redemp- 
tion Account other than Government securities shall he 
transferred to the issue department, and there shall also be 
transferred to the issue department out of the said assets 
Governinenl securities of such an amount in value as will 
together with the other assets to he transferred as aforesaid 
represent in the aggiegate the amount of the transferred 
currency notes. 


Transfer to 
Bank of 
certain part 
of assets of 
Currency 
Notes Re- 
demption 
Account. 


Foi’ the jMirpose of this subsection the value of any 
marketable Govern merit securities .shall he taken h) be theii 
market price as on the appointed day less the acruiied interest, 
it any, irnd ruled in that price. 

(2) Any bank notes transferred to the Bank under this 
section shall he cancelled. 


(d) Such of the said Government securities as are not 
transferred to the Bank under the foreg'oing provisions of this 
section shall he realised and the amount realised shall be 
paid into the Exchequer at such time and in such manner 
as the Treasury direct. 


6 . — ( 1 ) The Bank shall, at such times and in such manner Profits of 

1 11 1 m * 1 1 1 issue I 

as may be agreed between the Treasury and the Bank, pay paid to 

to the Treasury an amount equal to the profits arising in 

respect of each year*in the issue department, including the 

amount of any hank notes written off under section six of 

the Bank Act, 1892, as amended by this Act, hut less the 

amount of any hank notes so written off which have been 

presented for payment during the year and the amount of 

any currency notes called in hut not cancelled before the 

appointed day which have been so presented* 
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(^) For the purposes of this seotion the amount of the 
profits arising: in any year in the issue department shaill, 
subject as aforesaid, be ascertained in such manner as may 
be agrreed between the Bank and Treasury. 

(8) For the purposes of the Income Tax Acts, any income 
of, or attributable to, the issue department shall be deemed 
to be income of the Exchequer, and any expenses of, or 
attributable to, the issue department sliall be deemed not to 
be expenses of the Bank. 

(4) The Bank shall cease to be liable to make any pay- 
ment in consideration of their exemption from stamp duty 
on bank notes. 


Amendment 
of 8. 6 of 55 
& 56 Viet. 

C.48. 


7. Section six of the Bank Act, T892 (which authorises 
the writing: off of bank notes which are not presented for 
payment within forty years of the date of issue), shall have 
effect as if, in the case of notes for one pound or ten shillingrs, 
twenty years wei‘e substitrrted for forty years, and ns if, in 
the case of any such notes being: transferred currency notes, 
they had been issued on the appointed day and, in the case 
of any such potes not bains' transferred currencv notes, they 
had been issued on the last day on which notes of the 
particular series of which they formed part were issued by 
the Bank. 


Power to — (1) If the Bank at any time represent to the Treasury 

amount of expedient that the amount of the fiduciary note issue 

fiduciary shall be increased to some specified amount above two hundred 
note iBsuet 

and sixty million pounds, the Treasury may authorise the 
Bank to issue bank notes to such an ipcreased amount, not 
exceeding: the amount specified as aforesaid, and for such 
period, not exceeding: six months, as the Ti'easury think 
proper. 

(2) Any authority so g:iven may be renewed or varied 
from time to time on the like representation and in like 


manner ; 
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Provided that, notwithstanding the foregoing provision, 
no such authority shall be renewed so as to remain in force 
(whether with or without variation) after the expiration of 
a period of two years from the date on which it was originally 
given, unless Parliament otherwise determines. 

(3) Any minute of the Treasury authorising an increase 
of the fiduciary note issue under this section shall be laid 
forthwith before both Houses of Parliament. 

9. — (1) For the purpose of any enactment which in the Amendment 

as to issue 

case of a bank in Scotland or Northern Ireland limits by of notes by 
reference to the amount of gold and silver coin held by any Scotland 
such bank the amount of the notes which that bank may have 
in circulation, bank notes held by that bank or by the Bank **'®^*‘”^* 
on account of tJiai bank, shall be treated as being gold coin 
held by that bank. 

(2) A bank in Scotland or Noriheni Ireland may hold 
the coin and bank notes by reference to which the amount 
of the bank notes which it is entitled to have in circulation 
is limited at such of its ofiices in Scotland or Northern 
lirfand, re8X)ectively, not exceeding two, a.s may from time 
to time he approved by the Treasury. 

10. The form prescribed by Schedule A to the Bank Amendment 
Charter Act, 1844, for the account to be issued week*ly by sVic^.^c, 32? 
the Bank under section six of that Act may be modified to 

such an extent as the Treasury, with the concurrence of the 
Bank, consider necessary, having regard to the provisions 
of this Act. 

11. — (1) With a view to the concentration of the gold Power of 
reserves and to the securing of economy in the use of gdld, England 
the foillowing provisions of this section shall have effect so p^rwuiTTo 
long as 8ul)section (1) of section one of the Gold Standard 

Act, 1926, remains in force. and to sell 

gold. 

(2) Any person in the United Kingdom owning any gold 
coin or bullion to an" amount exceeding ten thousand pounds 
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Short title* 
interpreta- 
tion and 
repeal. 
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in valtle shall, opt heingr required so to do by notice in writing 
from the Bank, forthwith fiimish to the Bank in writing 
particulars of the gold coin and bullion owned by that person, 
and shall, if so required by the Bank, sell to the Bank the 
whole or any part of the said coin or bullion, other than any 
part thereof which is bona fide held for iinmediate export 
or which is bona fide required for industrial purposes, on 
l)aynieiit therefor by the Bank, in the case of coin, of the 
nominal value thereof, and in the case of bullion, at tlie 
rate fixed in section four of the Bank Charter Act, 1844. 

12 . Tf any person prints, nr stamps, or by any like 
means impresses, on any bank note any woids, letters or 

figures, he shall, in respect of each offence, l>e liable on 
sumiiiaiy ( tioii to a penalty not exceeding one pound. 

13 . — (1) This Act may be cited as the CiirieiK y and Bank 
Notes Act, 1928. 

(2) This Act shall come into operalioii on the appointed 
day, and the apxiointl^d day shall be such day as His Majesty 
may by Order in Council apiKiint, and different days may be 
apijointed for different purposes and for different provisions 
of this Act. 

(8) In this Act, unless the context otherwise requires, — 

The expression the Bank ** means the Bank of England : 

The expression ** issue department means the issue 
department of the Bank : 

The expression “ bank note ” means a note of the Bank : 

The expression “ coin ” means coin which is current and 
legal tender in the U nited Kingdom : 

The expression bullion includes any coin which is 
not current and legal tender in the United Kingdom. 

(4) The enactments set out in the Schedule to this Act 
are hereby repealed to the extent specified in the third 
column of that Sch^ule. 
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SCHEDULE 

Enactments Repealed 


Extent of Repeal. 


Sections two, three, 
five and nine, in 
section eleven 
the words from 
“save and 
except that ’’ to 
the end of the 
section, sections 
thirteen to 
twenty, and sec- 
■ tion twenty-two, 
and, so far as 
relates to Eng- 
land, sections 
ten and twelve. 

Section four, so far 
as nnrepealed. 


4 5 Geo. 5. c. 14 


4 <fe 5 Geo. 5. c. 72 


5 & 6 Geo. 5. c. 62 


15 & 16 Geo. 5 c. 29 


The Currency and 
Bank Notes Act, 
1914. 


The Currency and 
Bank Notes (Am- 
endment) Act, 1914 

The Finance Act, 

1915. 

The Gold Standard 
Act, 1925. 


The whole Act 
except sub-sec- 
tion (5) of sec- 
tion one and 
section five. 

The whole Act. 


Section twenty- 
seven. 

Paragraph (b) of 
sub-section (1) 
of section one. 


Session and Chapter. Short Title. 

7 <fc 8 Viet. c. 32. The Bank Charter 
Act, 1844. 

I 

I 

I 

i 

i 

1 

24 & 25 Viot. c. 8. j Bank of England 

Act, 1861. 
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MODERNISM IN ANCIENT ECONOMIC THOTJGBT 

Those who have studied with a critical eye the history of 
economic thought in the nations of antiquity are often struck by 
its “ modernism.’* It may be that human nature, always vain, 
tries to claim as original for each generation a number of ideas 
and practices which . are only a copy of some past modeil. In most 
eases, it must be admitted that the similarity is not the result 
of a conscious imitation. Human mind working on similar prob- 
lems at diifereiil times and in different places often alight on the 
same idea. An intensive study of past ideas and institutions and 
an extensive acquaintance with comtemporaiy developments in the 
held of thought and action are likely to economise human in- 
telligen(;e and energy. Ancestral wH>rship is a cardinal feature in 
the practical religion of the Chinese people. It would be wrong 
to suggest that in the field of economic thought we should l)e blind 
worshij)pers of our ancestors, but it is certainly necessarv to em- 
phasise the necessity of a sympathetic acquaintance with the ideas 
and methods of prosperous states of the past, if we are not to waste 
our resources by repeating their mistakes. 

The religious books of ancient India, celebrated epics like 
Ramayan and Mahabharat, the Smritis, the Puranas and specific 
treatises like tlie Arthashasti’a *’ of Kautilya are some of the 
sources from which useful information bearing on many a modem 
economic controversy can be g^leaned. An attempt to interpret 
the e<?onomic thought of ancient India in terms of the modem 
economic science is badly needed. For the service of huinan 
knowledge in general and as a step towards understanding the 
peculiarities of the indigenous problems, research in this direction 
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is bound to be advantageous. It will be of course futile and ua- 
scientific to try to reconstruct a full-fledged economic science out of 
materials supplied by past experience and ideas. But nobody can 
deny that for the study of specific economic problems like collectiv- 
ism, currency regulation, social policy and finance we may refer 
wHith advantage to past experience. Professor Sefligman, one of 
the foremost exponents of the modern theor>^ of public finance, when 
eonfmnted by his own student f)r. Shaw, in his new book on 
Democracy and Finance in China,'* with the achievements of 
ancient writers and financiers of that country, was constrained to 
obseiwe : ** Indeed there is nothing new under the sun and many 
of the ideas which we have considered as original with Western 
thinkers and statesmen, are to be fo-und in more or less developed 
form in their Eastern predecessors." 

The features of financial organisation in Ancient China, that 
Htriiclv Prof. Seligman are rather interesting and may be noted with 
advantage by all interested in economic research in this counrty. 
The book of Dr. Shaw referred to above well deserves a reference 
in the original. We have here drawn upon him for information 
regarding the history of Chinese economic thought. A study of 
ancient literature on economic and social subjects reveals very 
prominently the existence of a number of rival schools of vigorous 
thinkers. Keen students of ancient Sanskrit sources need not be 
reminded of the profuse mferences to such schools that abound in 
all sociological works of the time. In China, as early as about 
1000 B.C., there were a host of economic writers who held definite 
views and who exerted themse'lves to the full to assert their 
superiority over rival systems and to secure the adoption of their 
practical policies. What might be fittingly termed the Physio- 
cratic school of ancient Chinese economic philosophy " was re- 
presented by Lao Tzu, a free-» thinker of 600 B.C. Almost on every 
page of his famous book ** Nature versus Nurture " is to be found 
the dictum, ** Government, do nothing." His ideal state was 
small in size, agricultural by profession and self-sufiScient in the 
satisfaction of all its wants. Another group of writers was kn<y#R 
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as the Agricultural School. They emphasised the iinportauce of 
the agricultural industry in the social and economic life of the 
nation. What is more striking, however, in the views of this 
schoPl is their advocacy of a social order centred in co-operative 
farming as against competitive commercial enterprise, in rural 
self-government as against btireaucratic autocracy and in the 
regime of labour as against that of capital. Their exponent Hsi 
Hsing may almost pass as the Tolstoy of Ancient China. Coming 
to the specific question of public finance we find The Juriats ** 
championing the cause of indirect taxation through state mono- 
polievs. All natural resources, «.//♦, salt, iron, forests, mines, etc., 
were to be jdaced under public control and exploited as legitimate 
sources of revenue. Where these resources were lacking, the 
Jurists suggested that the state should monopolise their imports. 
As distinguislied from the Jurists there was the school of the Con- 
fucians which had no particular love for monopolies, but which 
believed in fiscal justice, ?.e., an approximation to the ideal of 
proporiional taxation. 

What is more striking, however, than the existence of these 
schools dealing with general economic philosophy, are the evi- 
dences of advanced theory and practice regarding speidfic social 
and economic subjects, such as, ownei*ship of land, standard of 
value, regulation of prices and prohibition. The origin of pri- 
vate ownership of land is shrouded in the cloud of doubtful 
primitive institutions, and China is no exception to this rule. 
What is peculiar to that country is, however, the fact that on 
more than one occasion in recorded history the experiment of 
public ownership has been tried and has resulted in social and 
political anarchy, followed by the re-establishment of free owner- 
ship. The iiroblem of unstable prices had also attracted the 
attention of ancient Chinese publicists, and o^e of the results 
of their discussions on the subject was the proposal to establish 
the so-called Level Standard. The prices of all commodities we(re 
to be controlled by the Bureau of Level Standard under the super- 
visiop of the Finance Department, When the price of a cer- 
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tain merchandise was hig*h, it was to be Boild; when the price 
was low, it was to be pin ch ased. Thus the rich merchants would 
make no profits and prices would remain stable. Because of 
such jirocedure prices would be held down artificially ; the sys- 
tem was called the * level standard.’ The same solicitude for 
the maintenance of a steady level of prices, but a more advanced 
appreciation of currency principles, is indicated in another pro- 
posal to establish public exclianges where <*()rn and other commo- 
dities would he sold and purchased at ‘ moderate ’ rates. It is 
unnecessary to mention that all such proposals ignored the very 
basic principles of value. But their authors may justifiably 
claim to occupy the same place in the history of economic doctrines 
as is held by men like Owen, Foinier or Blanc. It may he sur- 
prising for many to be told that credit money was prevalent in 
Ohina as early as 1000 B.C., 'doth and leather being* used as the 
material of the credit instrument. It was not, however, till 
1105 A.D. that a paper currency in its modern form was issued. 
People and governments were, however, so far unused to the 
regtdation of a paper medium that in 1107, we are told there was 
such an inflation of credit money as to place it at a discount of 
00 per cent. In the Kin dynasty it was said that a bundle of 
10,000 paper notes would purchase no more than a single piece 
of bread. Does this not heat the Austrian Billion Krone notes 
being used for wrap])ing soap cakes ! 

History is the laboratory not only of po'litics but of all social 
sciences. A historical research into the economic ideas and prac- 
tices of the prosperous and extensive Eastern nations of antiquity 
is a field which might be exploited with advantage by all inter- 
ested in the development of the economic science and the enun- 
ciation of right economic policies. China has attracted much 
adverse notice from its foreign critics as being a nation * doped * 
with opium for generations together. This need not be inter- 
preted, however, as implying any particular affinity for intoxi- 
cating liquors among the Chinese. vStill we find that, as ^vith 
land nationalisation so with prohibition, the policy has been tried 
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in China and given up as unworkable. This doee not, however, 
suggest the impossibility of these very policies being launched 
vith success under better conditions and with inteilligent pre- 
cautions. But a study of their failure in earlier times does con- 
stitute a necessary and advantageous step towards solving those 
social problems whi(‘li unfortunately bid fair to remain with us 
for a long' time to come. 

V. a. K. 


THE STTPEEVTSION OF CO-OPERATIVE FINANCE 


Ihe only system of co-operation which has taken roots in 
this country is credit. Yet in many of the provinces societies 
haA^e been found to be a mushroom growth, which sprang up 
merely because the loans could be had on easier terms thaii from 
the money-lender and which cannot collect aiTears and would not 
borrow again. We are all familiar with the black list of the 
different provinces arianged in order of loans outstanding due 
to agricultural credit societies. The latest figures are a>s follows : — 



Percentage of amounts repaid by 
members to amount outstanding 
at the beginning of the year. 

No. of 
agricultural 
societies. 

Bombay 

941 

3,868 

Bengal 

48-4 

11,169 

Madras 

41-9 

9,822 

(\ P. and 

Berar 407 

4,071 

Punjab 

389 

12,617 

Burma 

36-6 

4,032 


WEAKNESS IN PINANOIAL OBOANISATION 

Where more than half the amount is overdue it indicates a 
fundamental weakness in the financial organisation. In th& first 
place, arrears may he due to inadequate agricultural profits 4uf^ 
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to; the inclemencies of the seasons. This proves that mere credit 
facilities cannot ensure successful farming and that as long as 
we have an inadec^uate development of agricultural co-operation 
in fdl its aspects , the precariousness of the monsoon will leave its 
impress upon the yields of crop, and through these upon the 
balance to demand of loans due to the primary societies. Second- 
ly, a high percentage of arrears is due to the fact that the culti- 
vators are not sure of getting advances of money promxitly and 
adequately when they require them. ^Thus it is human nature 
which promi)ts them to keep back jjart of the dues so that they 
may not suffer financial strain at the beginning of the next agri- 
cultural season, liastly, arrears mount uj) where the economic 
implications of the dift'erence between long* and short-term loans 
in agriculture are not properly understood, or made a part of the 
system of agricultural advances, and returns. 


THE UNKCOyOMlC llOIiDING AXl) CO-OPEBATIVE 

FAILURE 


Where the holding* is uneconomic, and agriculture is a voca- 
tion resorted to simply because the family must stay ai home, 
or has no other avenue of more jirofitable employment, all sys- 
tems of advances become over-financing. However carefully we 
might fix tile maximum for loans to individual members, and 
however closely we might supervi.se the expenditure, arrears will 
still recur. Both for the money-lender and for the co-operative 
society, over-finaucing reqxiires drastic remedies. Then we drive 
the cultivator to the arms of the money-lender, who can afford 
tf) take gretder risks than the Central Banks can, or to those of 
the labour-re^*ruiter, who fills him with the visions of an Eldorado. 
Enquiries into agi icultural costings in many parts of India have 
gone to show that the average size of the holding is much smaller 
thun thut of the subsistence holding, that the yield of the plots 
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deducting the costs of agriculture, rent and inteieet on agricultural 
capital sunk, and providing for some reserve against the effects 
of uncertain rainfall is inadequate for maintaining the i>e€isant^s 
standard of living. It has been estimated that in Madras in 
the districts of Tanjore and Trichinopoly, a Mirmdar^s family 
must have at least 5 acres to maintain itself without any resources. 
The number of families which own less than 3 atires of land is 
much bigger than that of families which own more than 3 acres. 
Mr. ]S'. G. Itanga’s recent enquiry in Guntur has shown that a 
lyot should have at least G to 8 acres of wet land in the deltaic 
villages, if he is to maintain his present standard of living and 
save a little to insure himself^ against famine, sickness and social 
calamities such as festivals of the gods. Out of 190 families in 
a village 90 families own no land. Out of the 100 who own 
lands, 75 own less than 10 acres per family. I suggest that the 
supervising unions might institute agricultural cost enquiries in 
different regions, or engage the services of students of the Uni- 
versity for a period of three to six months for such purpose, with 
a view to ascertain whether agriculture undertaken on an average- 
sized hoilding, under the conditions of the prevailing practice of 
crop-rotation, can 'pay the interest on loans advanced by primary 
societies and permit the punctual repayment according to the in- 
stalments fixed. 


AGEICULTUEAL BANKEUPTCY AND i^ONG- 
TEEM LOANS 

The failure to distinguish long and short-ferm loans which 
the Townsend Committee of Co-operation have characterised as the 
most unsatisfactory feature of tlie co-operative movement at the 
present time is due less to any lack of understanding of the 
financial implications of the contrasted kinds of business than to 
the fact that where agricultural conditions themselves are 
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satisfactory siiort-tejiu loans easily tend to convert themselves 
into long-term loans and neither the borrower nor the panchayat- 
dar has any choice in the matter. Generally speaking, 
agricultural prosperity is associated with a preponrierance of 
short-term business. On the other hand, the prei)onderance of 
long-term business is at once the symptom and eifect of agricultural 
bankruptcy. AVhere agriculture is not adequately remunerative 
short-term credit advances have a tendency to be tiansformed into 
long-term advances and the long-teiin advances into arrears. The 
transformation is regarded in each case as an act of God over which 
man has no control. 


OVEH-FINANCING 

From another direction both profit-seeking and mismanage- 
ment have conspired to encourage over-financing. The Central 
Banks in more than one province have shown a tendency to be 
anti-co-operative in their spirit. Established chiefiy by the money 
of the professional (dasses they have a partiality for the interests 
of the depositors, and the^' pa^' often higher rates of interest than 
the joint-stock banks to finance the co-operative movement. Thus 
deposits flow freely. Yet the higher rates of interest on deposits 
still continue. The existence of a surplus in the Central Banks, 
again, has in the different provinces encouraged the multiplication 
of new societies as well as the increase of the borrowing power 
of the existing societies. In Bihar and Orissa the indiscriminate 
acceptance of deposits by the Central Banks and the tendency to 
issue excessively heavy individual loans have brought about an 
idarming situation. Many banks are at present incurring heavy 
losses by the acceptance of deposits in excess of their possible 
ffequirements and by tlieir failure to obtain by proper investment 
even the return necessary for the payment of the interest due to 
depositors, 

F. » 
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NEITHER BUSINESS NOR CO-OPERATION 

To save themselves or to promote the interest of the middle 
and moneyed classes the Central Banks give up the co-operative 
spirit. They seem to exist for their depositors^ and not for the 
societies. They grant loans more freely than is justifiable, and 
are apt to consider that their duty is done when they are able 
to secure the loans to the societies by mortgages. The societies 
themselves are also corrupted by the mercenary spirit, and they 
also are more busy in securing mortgages from the individual 
members than in encouraging that collective responsibility and 
management which might be fostered only on the basis of personal 
integrity and security. This is neither business nor co-operation. 
For obviously when a large number of mortgages have at any 
time to be realised in the village, the number of local purchasers 
will be so small that the land will fetch a small price and may 
even prove unsaleable. Thus the failure of the Centi*ail Banks 
and with it the collapse of the co-operative movement as a whole 
will only be a matter of time. As regards the primary societies 
the tendency to emphasise mortgage and material security in 
preference of mutual liability and responsibility undermines the 
very foundation of co-operation. A false sense af security is 
assured by an increase of mortgage business, and co-operative 
supervision and education relax. On the other hand, the lack of 
co-operative supervision and education leads to the increase of 
arrears and preference of mortgage. Thus the whole affair 
becomes involved in a vicious circle. 

These are the most regrettable tendencies of the co-operative 
movement in almost every province in India with this difference 
that in provinces like the United Provinces of Agra and Oudh 
and Bihar and Orissa such tendencies have become so strong and 
persistent as to constitute a menace, which, if unchecked, will 
lead to the ruin of the movement. 

Both overdues well as idle balances indicate at once tho 
violation of both banking as well as oo-oporative prinoiples, and 
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flo long sucli features charaoterise Central Banking, which is the 
fulcrum of the co-operative movement in this country, the move- 
ment is full of risks. On the other hand, the recognition of 
both these principles will demand the following steps — 
(1) adequate control over the influx of deposits by an adjustment 
of the rates of interest and the refusal of deposits when there 
is no necessity of money ; (2) avoidance of excessive profits in- 
commensurate with the working capital ; (3) avoidance of making 
un-co-operative investments of idle balances ; (4) reduction of 
overdues by persistent effort towards the improvement and re- 
organisation of the existing societies; (6) avoidance of penalis- 
ing creditworthy members of primary societies by denying the 
latter further loans because of overdues. 


REOTIFTOATTON, A COLLECTIVE TASK 


This leads us to the consideration of an effective method of 
financial control, supervision and re-organisation of the primary 
societies. Which institution is best fitted to take up the work 
of re-organisation and recovery of overdues will depend largely 
upon local conditions and circumstances, and perhaps no tiniform 
principles of procedure of financial control ought to be laid down. 
It must be admitted, on the one hand, that co-operative 
efficiency points to the local unions as being best fitted to exer- 
cise a ca.reful vigilance at close quarters over the financial and 
administrative affairs of the primary societies; and if the unions 
fail to discharge this duty properly for lack of efficient higher- 
paid office-bearers, something ought to be done to increase their 
funds with a view to enable them to discharge the duties of 
general supervision, propaganda or organisation w'ork more 
efficiently. On the other hand, as the Central Banks 'are 
uitimately Hhe financiers of the movement, it is they which 
through their directors or their own paid staff can most effective- 
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ly e3tercise the practical, business control so necessary to safe- 
guard the banks’ owni financial stability. The initiative may be 
taken by the Gentral Bank, union or federation, and I think that 
on the whole a hard and faiit differentiation of the duties of 
supervision, inspection, administration or control and the 
allocation of responsibilities for the same to different bodies will 
nrtt be conducive to practical eflSciency of the primary society. 
There is danger of diarchy when drastic and speedy action is to 
be taken. There is also danger of lack of sufficient number of 
efficient and whole-hearted co-operators in the different organisa- 
tions. Any idea of the f^onflict of interests between the primary 
socneties and Central Banks, which has its justification in the 
past management of the Central Banks on joint-stock lines, need 
not justify a complete shifting of responsibility from their hands 
into those of new' organisations with staff and funds wholly in- 
adequate to deal with the present situation, w'hen as many as 75 
per cent of the societies demand immediate rectification. The 
obvious remedy seems to be to depend upon the growth of a 
sound public opinion in co-operative finance, so that the existing 
Central Banks may not be controlled by few individuals and they 
may develop a sound' cxi-operative spirit which will enable them 
to steer clear of the Scylla of large idle balances which keep up 
a feverish agitation for expansion on the one hand, and the 
Oharyhdis of making un-co-operative investments of such 
balances, on the other. The experience of Bengal has shown 
that the Central Banks are federations of local societies, and 
where the constituent societies, through their representatives, ptay 
a leading part in the management of the banks, ins|>ection by 
Central Banks has been found to be most effective. With an 
effective representation of the primary societies, in the executive 
of the Central Banks, the causes which underlie a possible 
misapprehension will disappear and the district federations and 
unions can devote themselves more strenuously to co-ope'ratiTe 
education or propaganda in the villages^a task which l&ey Arfe 
most fitted to undertake; while they also should, ■mtSi fha eon*' 
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currence and co-operation of the Central Banks, undertake the 
work of conso^lidation and reorg'anisation. Nothing is more 
tantamount to lead to financial chaos at this stage than any scheme 
which instead of bringing about a co-operation between the 
financing and supervising agencies sows seeds of disharmony and 
dual administration. Nothing, again, is more calculated to kill 
the initiative which has developed in these years than to place 
greater reliance upon the official agencies for supervision and 
control. For gradually we have to work towards the complete 
control of the co-operative movement by the co-operators them- 
selves — an end whicli can be realised only by the mobilisation 
of the resources, ability and idealism of all the co-operators, in 
primary societies and supervising unions, in district federations 
and Centrail Banks. A provincial co-operative service, responsible 
to a central Ixiard composed of representatives of different classes 
of co-operative organisations is, I believe, the first practical step 
towards such co-operative efficiency* 


NEED OF LINKING CENTRAL TNSTITFTIONS 


Gradually as Primary Societies, Central Banks and Unions 
grow, the central institutions, viz., the central banking establish- 
ment and the federation will form parts of one organic who'le. The 
central banking institutions will represent in their functions the 
link between agriculture and the money market, while the federa- 
tions will take ch«arge of audit, inspection, organisation and 
propaganda. 

It is inevitable that the Central Banks will gradually specialise 
in forms of banking business only, that would require experienced 
and sagacious guidance contributing to maintain the fluidity of 
the co-operative business as a whole. To the unions and the 
federations will be allotted the task of establishing and supervising 
the Primary Societies and educatmg theni by a continuous per- 
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sanal contact kept up by means of the auditors. The scope of 
Government audit, supervision and inspection will gradually shrink. 
Whether the time has come to separate the functions of banking 
and of supervision, and how in the interests of co-operative 
efficiency and self-government this separation may now be intro- 
duced and Government control restricted, your own Ipcal ex- 
perience and conditions will best guide you. But one thing is 
clear. The two central institutions, the central baking establish- 
ment and the federation, must be closely linked together, and 
if they show discord, the currents that will be transmitted from 
these centres of energy to the farthest village will contradict 
one another, making the whole movement futile. 


THE ANCIENT RTTRAL OOMMUNALISM 

I do not agree with the view that is current in co-operative 
circles that credit is the first step towards co-operation, and 
that unless we have advanced a great deal in this direction no 
other forms of co-operation are likely to succeed. This is derived 
from a particular and partial phase of European co-operative 
experience, which ought not to guide our social and economic 
policy. Rural history in the East is far different from that in 
the West. In Europe the village was overshadowed by the 
imperial system and feudalism, which obscured the ancient 
communalism, suppressed the rights of the villagers in the 
common lands, disintegrated village solidarity, and absorbed most 
of the profits of agriculture so that the tenants were debased. In 
India and, generally speaking, in the East, the village oomr 
munalisin has been far more widespread and the common pasture^ 
the rights of grazing and cutting fuel, the holdings lying mot 
in contiguous blocks but in scattered strips so as to profit if6m 
different soil and climatic conditions, the collective man^onlofit 
of irrigation, communal employment of village artisans, 
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and functionarieB, the maintenance of a common village fund — 
all these still testify to the persistence of ancient and essential 
co-operative traditions unknown to the Western villager. The 
early English administrator, born and bred in the individualistic 
traditions of Bentham and Ricardo, treated these as tribal- 
communal relics of the mediteval past. Both land-settlement and 
local Government tended to obliterate that careful adjustment 
of rights in land between the different classes and that efficient 
local co-operative service, which the Indian village community 
has evolved through the centuries in response to the agricultural 
needs and social instincts of the people. Indeed, the disuse of 
village law and custom as regards communal control of pastures, 
tanks and irrigation channels, or the management of common 
village funds and functionaries have in recent years contributed 
in no small measure to the decline of agriculture in the country. 
Many reparative measures have been underiaken by the Govern- 
ment in different provinces to chec^k the disrui)tion of the village 
conlmunity and agricultural custom. Such, for instance, are the 
Punjab Land Alienation and Pre-emption Acts, tbe various 
Village Panchayat Acts, which have for their puipose the revival 
of village organisation and peasant solidarity. 


AGRICTrLTTJRAL CREIHT NOT THE WHOLE REMEDY 

When the co-operative movement was initiated in India in 
1904 it was anticipated that the re-orientation of rural lif^e will 
not be long delayed and the havoc wmught by a. persistent policy 
of centralisation at last effectively checked. These hopes have 
not been realised. So fai* the movement has touched only a 
microscopic minority of our millions and chiefly confined to cheap 
financing, which alone cannot solve the economic problem of the 
peasants. After decades of multiplication of credit societies we 
have now .come to realise that in spite of the great reduction in 
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the burden of interest and the laige and growing amount of 
re&erve fund raised from the agriculturists themselves, arrears 
have continued to inciease and now have become a serious 
menace. In most of the provinces we have been reaping the 
eh'ects of hurried and impatient work and the x>alicy now adopted 
is that of consolidation and impi'ovement of existing societies, 
not fresh organisation. 

In many cases on account of bad debts of the societies 
members cannot get enough accommodation and resort to the 
money-lender. Thus the member borrows from the society to 
repay the money-lender and also borrows from the money-lender 
to repay the society and this goes on in see-saw fashion till one 
day credit tumbles down. Easy credit cannot rescue the peasant 
because it does not touch the roots of the problem, viz., how to 
increase agricultural efficiency. As long as we cannot increase 
the actual yield of the land, the interest will not be paid regulaiiy 
to the primary society, and the mortgage debt will increase. 
Indeed, the agricultural problem cannot be solved by honesty 
thrift alone. The essential thing is to revive or arouse neigh- 
bourly friendliness and mutual service in agricultural tasks, as 
well as in general aff^rs of village life, to improve rural efficiency 
and the standard of rural living conditions. 

Unfortunately what the co-operative movement generally aims 
at is to throw a noose in the countiyside and lure the peasants 
into it by the offer of cheap loans. The task of rural recon- 
struction has been more or less kept in the background. Rural 
reconstruction is a term which embraces every phase of rural labour 
and production, and it is essential that this aim should be always 
present in the mind of the Indian co-operator. For the chief 
reason why we cannot make much pmgress in the co-operative 
movement, is that in our country we are working in the villages 
on isolated problems and in piece-meal fashion. We thus fail 
to achieve the success which collective effort in definite regional 
improvement undertakings might have brought. 
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FINANCE 

The outstanding features of interest in the world of finance 
in recent months are the very interesting struggle between the 
Federal Reserve banks and Wall Street, the satisfactory results 
resulting from the stabilisation of the French franc, and the 
difficulties in Great Britain in regard to the unemployment 
question. In May, 1927, a calculation based upon the latest 
earnings t>f about 350 industrial corporations in the United States 
showed that the market value of the stocks was 11-2 times the 
yearly net earnings, giving a yield (earnings, not dividends) of 
not quite 9 per cent on the aggregate valuation. In April, 1928, 
the aggregate of market values w^as 15*2 times the latest avail- 
able figures of net earnings, giving a yield upon the current 
valuation of about G() per cent. Business was not so good in 
1927 as in 1926, and the reduction in yield was due to the higher 
market valuation. The National City Bank has pointed out that 
' If the outstanding volume of bank credit had been contracted 
as tlie result of recent gold exports at the same rate as it was 
increased when an equal amount of gold came into the country, 
the stock exchange would have experienced a liquidation w’hich 
in comparison with that which occurred last month would have 
been as a cyclone to tui evening zephyr.’ The Rtjserve banks 
rightly set their face against further expansion of credit in stock 
exchange loans since they are the custodians of the final banking 
reserves of the country. The discount rate w’as raised to 41 and 
then to 5 per cent to avoid increasing liabilities and diminishing 
reserves or, in short, to escape the burning of the candle at lK)th 
ends. They did more, they drew funds from the market by selling 
Government Securities. The result was the tightening of money 
all round, and a sobering effect was apparent in Wall Street. 
The member banks, it is true, offered collateral prescribed by 
the Reserve Act, viz., commercial paper or Government securities. 
On the other hand, the Reserve Banks were modifying this by 
selling securities. Discounts and advances of Reserve banks 
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advanced in the first five or six months of the year while the 
bills bought in the open market and United States (/.e., Govern’* 
nient securities) declined. The indebtedness of member banks 
still seems fai* too high.; In July, 1928, it was $1,031, 000, 000 
as against $489,000, (X)0 in March and $477,311,000 on the 
corresponding date of 1927. It is bad to allow member banks 
to be indebted continuously to the lieserve banks. The Federal 
Reserve System is for temporary borrowings only and its power 
must be unimpaired. The steps taken by the IJnitetl States 
Fedeial Reserve System to check Wall Street spetmlation and the 
curtailment of credit that has resulted may exercise a restraining’ 
influence on international trade during the cuiTent quaiier. 
This, however, must not be exaggerated. Indeed it may have 
little if any influence as the large increase in credits -which have 
been used for stock exchange speculation may have been due to 
the fact that these credits have not been required for industry 
and trade, A reduction of credit employed on the New York 
Stock Exchange may even ease the wsituation for internatio-nal 
trade. Ci*edit not required by trade usually seeks employment 
in securities while the psychological storm, the basis of a Sto(*k 
Exchange ^ boom,’ lasts, and encourages bankers to manufacture 
credit for it. The 5 per cent rate has been the rate since 12th 
July last. The rise in American money rates this year is after 
the establishment of currenc'y stabilization de jure in France, the 
chief event of the year in international banking. 

Concurrently with the restrictive measures there has been a 
heavy export of gold from the United States to Europe. The 
return movement of gold was in itself a desirable one, for in the 
niaih it reflects the great increase of American investments in 
IJuropean Securities that has taken pldce since chaos in the dis- 
tressed countries has been replaced by economic order. The 
American position is all the more interesting because this is the 
season when the banks have to finance general business and crop 
moving usual in the autumn. The movement of gold from the 
United States to Germany is the result undoubtedly of the reviviil 
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ojE German borrowing operations in Wall Street. The United 
States has lost in a little over a year in gold iJll(i,0()0,0{)0, in- 
cluding net loss througli exports aud earmarkings, and this clearly 
shows the extent to which the gold accimiiilated in the Unite<l 
States during the period of monetary disorganisation of the world 
has been redistributed. 

In regard to the stabilisation of the franc at alnnit 20 per 
cent of the pre-war ])ariiy ii is interesting to note that France 
has adopted in i)rinciph‘ an unlimited gold standard but for the 
present has given the centi^al bank the option of redeeming its 
notes either in bullion or in kind and of fixing a ininitnum amount 
below which the bank will not redeem notes. This minimum has 
been fixed at 215,000 francs or about £1,080. A correspondent 
of the Bank of France recently wrote ‘ nous sommes aiijourd ’ 
hui stabilises et tons les inconviuiitmts intcunationaux de notre 
longue peritKle d’ attente sont oublies. Tout va normaleraeiit et 
nous sommes tres satisfaits.’ 

The Im])erial Bank rate remains (vSeptember 7) at 5 per cent 
to which it was lowered in the middle of July. Tt seems not 
improbable that Government’s policy may be to run on lower 
balaiKX'.s. Wliai is required is to avoid as far as possibU> the 
large sea.sonable fliuduations in money rates. It is early yet to 
say whether this year’s busy season will have normal rates. It 
has been announced that the Government of India have decided 
to raise through the Bank of England £f»,(K)0,00(> in Indian 
Sterling Tieasury Bills of six mouths’ maturity. There is a 
large payment in sterling to be made on a(;count of the Burma 
Railways which are lieing transferred to Government manage- 
ment, and Government find it most (*onvenieiit to meet the funds 
in this way. Rupee Treasury Bills are not yet popular as they 
ought to be now^ a permanent feature of the Indian financial 
system. 

The Report of the Royal Commission on Agriculture raises 
many and important questions on public finance. The crops in 
British India today are worth to the cultivator some Rs. 2, OIK) 
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croreB.i Population, however, is 243,000,000. In Canada the 
value is Bs. 2,100 crores but the population is scarcely 9,000,000. 
In Denmark the yield of wheat per acre is 40*51 bushels, in the 
TJnited Kingdom 32*4, in Canada 1G &2, in the United States 
14*47, in Australia 13*24, in India 12*18, and in the Soviet Be- 
publics 8*29. These are the average yield for the years 1922 — ^26. 
In 1926-27 out of a revenue of nearly 90 crores Provincial Gfovern- 
ments are spending a shade more than one per cent on the 
development of the industry which supports such a large poHion 
of the population. Finance to overcome the chief enemies which 
are ignorance of the connexion between insanitary conditions and 
disease, thriftlessness and the lack of the will to live better from 
education and other causes would seem to be the chief fertiliser 
required. The Commission has done well to emphasize the 
financial aspects of this all-important problem. 

G.F.8. 


LABOUE 

Mr. Mardy Jones raised the question of the inspection of 
mines in India in the House of Commons. He felt that 10 Inspec- 
tors employed by the Government of India to inspect the 72 coal 
mines in India, separated from each other by hundreds of miles, 
was insufiicient. His chief object was that an Inspector should 
arrive as soon as possible at a mine where fatal accidents had oc- 
curred. The present staff was wholly inadequate to meet this 
requirement. The answer given was that this was a matter for 
the Assembly to take up rather than the House of Commons. We 
trust the matter will not be neglected by the Assembly. The 
question of the insufiBciency of the Inspecting staff has been 
brought to the notice of the public more than once. 


X The Science of Public Pinapce, p. 1^, Macmillan & CJo, 
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It is significant that the Bombay Corporation at a specia^l 
meeting passed a resolution urging the local Government to tahe 
immediate steps to appoint a Conciliation Board to bring about 
an early settlement of the Strike. We are convinced that some 
machinery for arbitration or conciliation should be created in all 
our major industries. The loss involved to the various industries, 
and the distress caused to the workers and their families and the 
inconvenience to the public are sufficient reasons to warrant State 
intervention in such matters, under certain limitations. 

As a result of the prolonged Strike it was stated that Jobbers 
were joining the Strikers’ Union in Bombay. If a closer under- 
standing can be established between the mill-hand and the jobber 
and they can be united in a Union, we are certain that it would 
greatly improve matters for Labour in this country. We are 
certain that a great deal of friction caused in the running of the 
mills is due to the unsympathetic handling of the mill-hands by 
the jobbers. If this could be diminished, it would be good for all 
concerned. 

The Mill Owners’ Association, Bombay, have maintained 
that there was not only eveiy ^justification for the standardisation 
of wages, but also for the standardizing of the number of oper- 
atives to a particular job. The Joint Strike Committee have 
severely criticized the Standardized Scheme issued by the Mill 
Owners’ Association and have said that, if it be adopted, it will 
place from 10 to 30,000 people on the unemployed list and will 
take away from two to three lakhs of rupees from wages by the new 
reductions proposed. 

We deplore the strike on the South Indian Railway which 
took place on the 19th July, 1928. The manner in which it has 
been conducted cannot but be severely condemned. We feel 
that Mr. Bothera, the Agent, could not be more reasonable and 
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conciliatory than he has been. The Officers of the Railwaym^’s 
Union should have displayed greater statesmanship, and should 
have been able to maintain discipline. Lack of discipline must 
lead to the distintegration of Trade Unionivsm in this country. 
AVe, liowever, well realize that the Leaders are dealing with an 
uneducated and highly excitable group of men and their task 
cannot by any means be an easy one. Even after the strike was 
declared, the Agent gave the assurance that he was prepared to 
submit the question of the menials and the outstanding grievances 
of the running staff to arbitration by the Labour Commissioner 
with the Government of Madras. The offer was not accepted and 
the strike was not called oft*. We for one could not grasp the 
wisdom of this refusal to put the matter up for arbitration. Later 
it was piiblislied that the Central Labour Union, Trichinopoly, 
would agree to the arbitration offer made by the Agent of the South 
Indian Railway provided t\vo further points, namely, the ques- 
tion of lock-out pay and the absorption of surphis men after vohiii- 
tary resignations, were also included for discussion. 

By a large majority the ’^Fi'ade Union Congress in Australia 
decided to preserve the affiliation of the Aiistialasian Council of 
Trade Unions with the Pan-Pacific Secretariat of the Red ” 
internationals. 

We note with satisfaction that the Punjab Government are 
considering the question of appointing the Director of Public 
Health and some of his assistants as additional Inspectors of fac- 
tories in order to supervise l>etter the sanitary conditions prevaiL 
ing in factories and the health of the employees. Any such co- 
ordination, clearly marked, between Government Departments 
would mean not only an economy of expenses^ but would greatly add 
to the efficiency of the services rendered. The number of factories 
in the Punjab was 590 and that of the operatives was little over 
50,000 for 1927. 
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The Industiial Transference Board api)ointed to examine the 
question of unemployment in Great Britain have estimated that there 
are about 300,000 people who are permanently unemployed and it 
is only by a system of national transference of the men from 
depressed areas to areas more hopeful, and the simplification of 
the regulations of the Empire Settlement Scheme, and a reduction 
of passage rate that the situation can at all be relieved. In other 
words, the unemployment problem has become endemic and can 
only be^ successfully met by a change in treatment. 

On the strength of these recommendations the Government 
have authorized Labour Exchequer in Great Britain to give ad- 
vances to workmen and their families to meet railway fares, re- 
moval expenses and remittance to their families. Tliese loans are 
to be rejiaid in small instalments. The Export Credit Guarantee 
Scheme is to l>e extended for another two years at least. 

Mr. J. H. Thomas and his railwaymen are to be congratulated 
at arriving at a successful and amicable solution in agreeing to 
a 2| per cent cut in their wages. The Companies* Directors too 
have agreed to accept this reduction as far as their salaries are 
concerned. The agreement is a temporary one and may be termiii- 
atecl after one year on a three months* notice on either side. This 
is one of the liappy signs of the chang*e coming over the employers 
and the employees in Great Britain in their dealings with one 
another, buch mutual respect has been won after bitter struggle. 
A\ e hope that for this country the period of misunderstanding and 
antipathy will not be as long. But such mutual legard will not 
be established by the ineie wishing for it ; it will have to be estab- 
lished by prolonged hard work on either side. We feel that 
the public at lai^ge will have not a little to do in bringing about 
a better relationship between the contending parties. This tliey 
can do by keeping alive their sympathies with tlie cause of labour 
^nd by maintaining an intelligent appreciation of the difficulties 
and problems that (!on front the employers. 
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Mr. J . Kaul who was recently acting as Secretary to the Bail- 
way Board has been i)laced on Special Duty to look into the ques- 
tioHvS of the application of the Washington and Geneva conven- 
tions regarding the hours of labour and the weekly rest day for 
the railway staff in general. The conclusions of his enquiries 
will be awaited with much interest and eagerness. 


We would again urge that the Central Government should 
bestir itself and pass legislation for the control of imports and 
inunufacture of adulterated foodstuffs and drugs. We need not 
repeat in these pages again that Provincial legislation will not be 
able to grapple with this vvide-si)read evil. All-India legislation 
alone can hope to cope with it. The matter is very serious as it 
means that not only so much monetary loss is inflicted upon the 
consumers who buy these commodities paying heavy prices and 
getting almost trash in return, but it also affects their health 
seriously. For instance a kind of white oil is being imported to 
adulterate ghee, A great deal of the quinine sold in the bazaar 
is imported and is of spurious quality. A very large quantity 
of imported i)eppermint oil, oil of cloves, a large variety of tinc- 
tuies of various sorts, and citric acid, santoniiie, are of very poor 
quality or are definitely adulterated. Besides^ imported drugs and 
medicines, India itself is an active agent in producing many 
powders and drugs which are supposed to be effective re- 
medies for various diseases and debilities, but which in reality 
are highly injurious to health. The State should not hesitate to 
arm itself fully to meet this dreadful danger. Cities are the chief 
centres wdiere such sales are being carried out, and so it should 
not be difficult, with vigilance and heavy sentences, to greatly 
limit the operations of trafficking in such goods. 

But, of course, the evil will never be successfully met by this 
negative action only. What is greatly needed is that cheap and 
genuine drugs and medicines should be manufactured either by 
the Government direct or under Government control, and distri^ 
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buted throug^h reliable Agents or public Haspitals or Dispensaries 
and Thanas and Post Ojffices. In the manufacture of quinine and 
its distribution through the Post Offices the Government is ren- 
dering remarkable services to the community. If some of the other 
common drugs, foreign and indigenous, could similarly be made 
available to the public, at cheap rates, it would be an important 
service rendered. The health of the nation is involved in this ques- 
tion. Money spent by Government in the supervision, manufac- 
ture, control or distribution of the foodstuffs and drugs will be 
repaid a hundredfold over in the better health of the people and 
their increased capacity for work. We all know how hitteifty 
the employee complain of the poor health of the employees and 
the consequent increase in the labour oust of production involved. 
This adds a heavy weight in the race for markets, even in the home 
market, against foreign competitors. Investment in the nation's 
health is one of the best and soundest financial propositions that 
any Goverament could be asked to consider. 

But in all this question of adulterated foodstuffs and drugs 
the question of effective inspection is all important. However 
perfect the legislative measure may be in itseilf, an adequate, 
honest and efficient staff is absolutely essential to make it a suc- 
cess, otherwise it would be worse than useless. Take for instance 
Calcutta; with an are«a of about 45 square miles, with 50 large 
markets and innumerable shops and chemists' pilaces to supervise, 
there are only 11 inspectors appointed to do this work. The won- 
der is that the work is done as satisfactorily as it is under the 
circumstances. Standards of purity are fixed for ghee^ butter, 
tea, flour, mustard oil and milk. Many of the samples analysed 
are far below the standard fixed. 

Five out of the seven ana^lysts employed by the Corporation 
are placed at the Hogg Market and are engaged in examining 
samples of milk. No can of milk is allowed to be exposed for 
sale unless its contents have been examined by the analyst. 

It is proposed, however, to strengthen the inspecting siaff. 
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The qiiastioii of ill-treatment accorded to the 10,000 British 
unemi)loyed miners who have been drafted over to Canada by tbe 
two Governments concerned will be enquired into officially. We 
leg^ret that the otherwise well-planned scheme of reilief to the un- 
emi)loyed on such a larg:e scale ever undertaken by any two Gov- 
ernments should have been marred by the alleg'ed ill-treatment, 

A resolution moved at the British Trades Union Congress to 
convene a Convocation to consider the feasibility of establishing 
one International Trades Union was overwhelmingly defeated. 

J. H. Thomas was one who was very strongly opposed to the 
motion. 

It is a matter of great satisfaction that the Britisli Trades 
Union Congress have passed by a six to one majority vote the 
Peace in Industry Scheme worked out by the Tumer-Mord Con- 
ferences noticed in the pag‘es of the last issue of this Joanud. 
The Industrial Council and the machinery for conciliation and 
arbitration will be set up as suggested with the conjunction of the 
Trades Union Council,, the National Confederation of Employers 
and of the Federation of British Industries. 

With the passage of this resolution it may he said that the 
British Trade Union movement enters upon a wholly new approach 
tr> the solution of the varioua problems that face it. We do not 
pretend that all difficultievS will vanish as if by magic, but we 
are certain that the solution of the difficulties will be made easier 
because of the change in attitude on both aides. Spirit and tem- 
perament play no small part in these matters and this new move 
is essentially a change in spirit and not so much in machinery. 
We hope that as in other so in this direction too the British 
Uabour Movement will be successfully pioneering a new path for 
other nations to follow. The path, although narrow and difficult, 
must lead eventually to the land of prosperity and peace in In- 
dustry. We hope sincerely that our infant Labour Movement in 
India will not be slow to follow upon such a path as this. 
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We might note that this move implies two fundamental 
changes in old-time notions concerning Labour and Capital. In 
the first place, it is an acceptance of the principle that the well- 
being of the employer and the employee is not exclusive, but 
mutually inter-dependent upon each other. And the other is 
that mere brute force or trial of strength by way of Strikes or 
Lock-outs is not the best method of arriving at the solution of the 
intricate piublems of modern industrial undei takings. It is only 
by mutual discussion and conference that some of these difficulties 
may at all be solved. The triumph of this new orientation will 
lie in the depth and the sincerity of the change accepted by two 
sides concerned. 


The Workmen’s Compensation Act (xiineiidment) Bill is to 
be circulated for opinion. 'The amendments proposed are good 
and are intended to rectify some of the defects of the Act of 1923 
which have shewn up in its working. 


The Trades Disputes Bill is also to be circulated for opinion. 
We are glad that this has been decided upon as no one can doubt 
that it is a measure of the ^'eatest imijoifance. We do not ap- 
prehend any very great danger in the delay that will be caused 
by this action, for we feel that the strike-fever has reached its 
height and is now on the downward grade, while a hasty piece of 
legislation of this type only become a fniitful cause of un- 

ending friction and may create greater mischief than it hopes to 
allay. 

Generally, we thoroughly approve of the Bill as proxiosed. 
The Government, it is evident, have had the matter in mind for 
a number of years; only recent events have somewhat precipitated 
affairs. The Bill has been carefully drafted and its provisions 
have been based upon fhe working of similar measures in other 
countries and their suitability to the labour conditions prevailing 
in India at the present time. 
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We, however, feel opposed, very strongly, to just one provi- 
sion of the Bill. We hope it will be deleted from an othei-wise 
sane piece of legislation. We do not feell at all happy about sub- 
section f(iv) of Section 2. We do not feel that industries other 
than Railways, Posts, Telegiaphs, and Teilephones, and water, 
light, conservancy and sanitation services should be included 
under the scope and meaning of Public Utility Services/’ 
These have rightly been called Public Utility Services, for they do 
in a very special manner aft'ect the welfare of the community which 
the othei* industries do not. 

We are aware that the Governor-General in Council will give 
not less than three months’ notice of his intention of declaring 
“ any other industry, business or undertaking ” as a Public 
Utility Service, and we also feel that he will not lightly utilize 
this power vested in him, and yet we feel that this provision 
should be left out of the Bill. 

It is not that we wish for strikes and prolonged strikes at that in 
other industries, but it is because we wish foi the natural and 
spontaneous develoi^meni of the necessary 8j)irit and machinery for 
the settlement of these difficulties by* the employers and employees 
themselves. A legislative provision of the kind intended may, 
we feel, only retard the growth and development of such spirit and 
machinery for Peace in Industry. A mutual adjustment of their 
troubles — short of strikes or lock-outs — should be wished for and 
encouraged. In other countries, but particularly in England, 
such machinery has slowly and gradually been built up. It takes 
time to evolve these institutions and to build up their traditions. 
We should therefore restrict the scope of the action of this Bill 
to Public Utility Services indicjated above, and leave the rest of 
industry and business to work out its own salvation. 

We should also remember that so far we have no indication at 
all as to how the measure will act in actual practice. We must 
wait upon experience before we press forward in the direction of 
other industries. Furthermore, we are certain that the working 
of this measure is bound to have great influence in the eetilement 
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of affairs in otlier industries not coming directly under its scope. 
Indirectly it is sure to affect their conduct, method and procedure. 

But for this provision, we agree with every other clause of the 
Bill, even the one about sudden strikes and illegal strikes. 


The British Labour Party Conference met in Birmingham 
this month, and amongst other matters discussed the very vital 
question of the control of the Bank of England, the extension of 
banking facilities and the control and distribution of credit accom- 
modation to concerns of public use as against private enterprises, 
especially of the iujiuious types, and the reguiatio]i of the value 
of Gold by international agreement as set forth in the Genoa Con- 
ference of 1922. 


The Australian Dock Strike has developed into a serious 
menace. Mr, H. L. Butler, the Premier of South Australia, has 
declared that the issue is between mob rule and constitutional 
government. 


Strong Pjovincial feelijig has been excited at Jamshedpur 
due to the settleinent of the prolonged strike fhere, owing to the 
interventions of Mr. Subhas Chandra Bose. Mj*. Homi, a Parsi 
leader of labour, and Mr. Sharma, a Punjabi gentleman, have 
denounced the settlement arrived at as favourable to the Bengalis 
only. It seems incredible that men of such position should view 
the issues from this Provincial angle. The introduction of Pro- 
vincial consideration in such matters cannot be less disruptive to 
the meagre forces of labour in this country than that of commu- 
nalism. It just shows how far the Labour movement has to travel 
when its Leaders — some of them at least— can take such views. 
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A lock-out involving 40,000 textile workers has been declared 
at Munchen in Gennany, The workers have demanded a 15| per 
cent increase in their wages. The struggle is anticipated to be 
a grim one. 

Mr. Ben Tillett has been e^lected Chairman of the General 
Council of the Trade Union Congress. He succeeds Mr. Ben 
Turner. 


Major Coveil, l.M,8.. who had been specially invited by the 
Bombay Corj)oration to study the problem oi Malaria in that 
City, confirms the conclusions arrived at by Dr. Bentley in 1911. 
He holds that the incidence of malaria in Bombay has actuallly 
increased during the lust 30 years and that it is specially bad in 
the mill areas. He asserts that it is the Mills, the Railways and 
the Cori^oration that are directly responsible for this increase in 
malaria as mosquito-breeding places are man-made, there being 
no natural malaria in the island. 

As remedial measures he advocates the permanent closure of 
wells, abolition of^ g’arden tanks and tubs, regular w’eekly treat- 
ment of ponds Avith Paris Green and the use of mosquito-proof 
cisterns. He demands active co-operation of all administrations, 
the employment of a whole-time Malaria Officer, and effectual 
legislation to ensure the carrying out of remedial meawsures neces- 
sary. With these steps taken in an earnest manner Major Coveil 
holds that malaria could be brought under complete control. He 
does not estimate the cost to be very great, indeed he thinks that 
the cost of the present half-measures, and the wide prevalence of 
malaria amongst the mill-hands resulting in decreased efficiency, 
drains Bombay of its resources much of wffiich w^ould be saved 
if a thorough-going scheme were adoptexl to combat the disease. 
We trust that the enlightened City of Bombay will give the matter 
serious attention which it deserves. 
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Under the Maternity Benefit Bill proposed in the Bombay 
Legislative Council a woman worker would be entitled to receive 
eight annas per day uj) to a maximum period of three weeks be- 
fore and four weeks aftei' confinement. The whole liurden would 
fail upon the employers and they will be required to 
pay in the sum direct to the women concerned. Only those 
women who have six months’ service to their credit will be entitled 
to this benefit. We are not sure whethei- we would not wish that 
such maternity benefits due to a woman should not be paid to her 
through the Union to which she may belong, or through some 
Welfare Society or through the Health VisitorvS themselves rather 
than directly by the employers themselves. 


We trust that the sclieme for establishing a Public Health 
Institute at Cahuitta and a Central Medical Besearch Institute at 
Dehra Dun that has received the sanction of the Standing Finance 
Committee of the Assembly wdll soon be a materialized fact. The 
principle for the erection of these institutions had been accepted 
by the Standing Finance Committee in 1922, but due to financial 
stringency the idea had to be postponed. Since then the entire 
scheme has been very carefully re-examined by such acknowledged 
experts as Sir Walter Fletcher, Secretary of the Medical Besearch 
Council of Great Britain, and Dr. Carter, a representative of the 
Bockfeller Foundation in New York. The Bockfeller Foundation, 
it is hoped, will defray the capital cost of building and equipping 
the Public Health Institute, estimated at Bs. 15*61 lakhs, provided 
the Government undertake to meet the cost of maintenance w^hich is 
estimated to be Bs. 3 lakhs a year. Upon the health of the people 
rest the foundations of the prosperity and w^ell-being of the nation. 
Money put into Medical and Public Health Besearch work would 
be money well spent. 

At last the Bombay Mill Strike has been called off. The 
tfjms of agreement have been i.ssued by the Government ip p 
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communique. The main thin^ is the appointment of a Committee 
o^ three to he appointed by Government with terms of reference 
covering the main points of the dispute. The strike has lasted 
over six months, and it has been a long struggle involving great 
loss to the mi'llowners and much loss and suffering to the workers. 
It affected about 150,000 woricers. However, it must have driven 
home many useful lessons into the minds of the contending parties 
concenied, and above all we trust, thoroughly prepared the ground 
for the peaceful settlement of the difficulties invo*lved by the me- 
thod of discussion and joint conference. The proposed Trades 
Dispute Bill may be a useful means of bringing about this desirable 
end. We also trust the men will learn to discriminate between 
disinterested and selfless leaders and tliose who would lead for the 
sake of their own power and profit. 


The Ministry of Labour in Greai Britain have a special scheme 
for transferring boys of 16 to 17 years of age in the coal-field area 
where they are unemployed, to other parts and industries, after 
giving them suitable training. 1,000 boys have already been found 
work and their employers report very favourably alK)nt them. 
They have now about 2,600 boys under training, and they hope 
to have placed 5,000 hoys in other employment before long. In 
this manner they hope suc*cessfully to meet the problem of the 
unemployment of boys and youths in the coal-fields. 

The All-India Eailwaymen's Federation have submitted a 
draft Memorandum relating to the grievances of railwaymen to 
the Railway Board. The Memorandum covers questions of a 
minimum wage, whi(b they place at Rs. 85 for the unskilled 
worker ; stopping of daily wages system ; standardization of piece- 
rate payments; reduction of long hours of work; holiday arrange- 
ments; provident fund and gratuity rules; housing; educational 
and adequate medical facilities and the matter of promotion and 
racial discrimination, 
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We have had serious troubles on the Railways up and down 
the country. It would be futile to put all the blame upon the 
agitators or the Communist agents. We cannot help feeling” that 
the Railway administrations have shewed themselves unprepared 
to deal with these Labour crises. The angle of view' of the ad- 
ministration must now be changed and Labour should be treated 
with sympathy if not with respect. Such questions, as indicated 
in the Rail way men's memorandum, require close examination and 
an honest settlement. This is the only way of defeating the 
machinations of interested men who pose as Labour leaders. The 
consideration of these matters should not be postponed till the 
crises aiise but there should be routine watch kept over these mat- 
ters and periodical adjustments elfected. In the end expenditure 
of labour and time sclent over such matters will be well repaid. 
There must be well-constituted ^machinery to deal with such affairs, 
merely departmental handling of these problems will not be satis- 
factory. For this purpose w-e have on the one side the Trade Union 
organisations — the properly registered ones to be sure, and on the 
other side the Railway administration, and these need to work out a 
solution. Some railw^ays profiting by the recent unhappy experiences 
have iiow" deputed special officers to look into these px’oblems of the 
personnel. Labour is bec-oming conscious of itse^lf and it will 
demand not priviJeges, but rights. The demand for recognition 
or status wull not be the least of these demands. Their growing 
self-respect wall be satisfied wdth nothing less. 


We have been sent a copy of the Annual Report on the Work- 
ing of the Assam Labour Emigration Act, 1901, as amended by 
Act VIII of 1915, in the United Provinces, for the year ended 
June 30, 1928. 

The recruitment of emigrants was carried on in 19 districts 
of these Provinces. The total number of cooilies recruited were 
rj,685 tmen 8,111, w’omen 777 and dependauis 797), as against 
•J,005 recruited last year (1 920-27). The bulk of the decrease is 

P. 18 
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from the Cawnpore and Bahraich districts. The decrease in the 
Cawnpore district is said to be due to the non-acceptance of sing^le 
males by the Garden Sardars, while a brisk demand for labour is 
given as the cause for decrease in the Bahraich district. The 
Gorakhpur district again sent out the largest number of coolies 
(1,387). The increase this year is due not only to a greater number 
of Sardars deputed to this district, but also to the poor crops 
of last year. 

Some Sardars had their licenses stopped and others punished 
for the infringement of the Act in such matters as recruiiiiig 
women, without the previous consent of their husbands or guar- 
dians. 

We note with anxiety the dispropoi^tionate recruitment of 
male as against female coolies. should therefore like to have 
some more information regarding the sex and ages of those in- 
cluded under the heading Dependants.^’ We trust that a large 
proportion of the ‘^Dependants” include the ''wives” of the 
coolies. 

S.K.B. 
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The Koad to Plenty. 1928. by WiJliam T. Foster and Waddill Catchings of 
the Poliak Fonndation for Economic Besearch of Massachusetts, U.S.A., is the 
last of a series of four interesting analytical works by the same authors in 
collaboration, which have appeared for sale during the past few years under the 
titles of “ Money,” ” Profits ” and ” Business without a Buyer ” and in conclusion 
of arguments supported by a competition for $5,000 offered and paid for the best 
adverse criticism of the second of these four books, which elicited keen response 
from economists in all parts of the world. 

The main theme of these talented authors is the now widely roc'ognised fact 
that consiiiner-deniand in terms of (drculating money is not always sufficient to 
ahsorl) the prodiit'tion of the necessary comforts end conveniences of modern life 
and material progress to which civilisation entitles all willing workers, without 
some corresponding fall in the level of retail selling prices. 

It assures readers that the old orthodox doctrine, i.e., that the cost of pro- 
duction in terms of money automatically supplies consumers or users with sufficient 
means in money to enjoy such production may be true, but omits to state that 
such absorption can occur only at progressively lower pric>es unless the volume 
of the medium of purchase be enlarged pari passu with the increase of production. 

A stirring appeal is made on the sympathy of its readers for the sufferings, 
privations and demoralisation of those who are thrown out of work for no fault 
of their own, but no mention is made of industrial disputes and lock-outs or 
strikes which have been largely suppressed by the strong action of police methods 
in America- among a working population of mixed nationalities and religions, who 
so far do not appear to develop combined resistance towards powerful corporations 
in the matter of wages or dismissals. The story put in popular form as a 
discussion in a railway carriage among a group of representative travellers from 
the leading professions nnd occupations so as to present so far as possible every 
point of view. 

The dilemma of thrift, by which is meant money -savings invested in new 
enterprise, is stressed as often the primary cause of the shortage of consumer- 
income available or spendable on the products of civilisation ; but nothing much 
is said about money-lending at interest as a more potent cause of this disequilibrium 
between the command of the purchasing media and the final cost of all 
commodities effected with borrowed funds. The authors have evidently been 
constrained to avoid any comment on the responsibility of bankers for booms and 
slumps in trade which may be due to imprudent lendings with subsequent pressure 
on borrowers either through higher rates of discount or through refusal to renew 
their loans; neither has any reference been made to the effect of dearer money 
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on all retail selling prices of commodities, I'.c., upwards, or on speculative stocks 
and shares, i.e,, downwards. There is however constant allusion to the expansion 
of money but it is not explained how this is obtained, presumably by means of 
bank credit and by the issue of new' Federal Beserve notes against re-discounted 
trade bills, since no reference is made to the subsequent contraction of money as 
a natural corrective to rising prices. 

The general diagnosis of economic ills as displayed by overproduction or 
underconsumption is correct and clearly explained, but the remedy or policy 
suggested is largely impracticable liecause the data and index figures needed to 
exhibit from day to day the trend of retail prices and the daily volume of produc- 
tion would never he available in time to permit of the prompt application of the 
necessary correctives, such as new public works or the flotation of Clovernraent 
debts, — ^which latter the authors consider as an addition to money in circulation 
if spent on such works, — or through the expansion of bank credit based thereon 
for purposes of trade. For the opposite condition, they suggest contraction of the 
currency by means of repayment of such debts to the public, which money has then 
to be reinvested at low'er yields, thus reducing incomes. Nor could the amount 
of correction be found without experiment. 

“ Money is not the surface of things, it is the heart of the whole works ” — 
this is the ohiUr dictum of the business man in the party, and it is from him w'e 
learn how the cure of economic ills can be effected by means of the proper flow 
of money in relation to consumption. Again his dictum that “ the using-up of 
consumers’ goods is the end of economic activity, while the using-up of |)roducers’ 
goods is only one means toward that end ” wull be generally accepted without 
question. 

In Chajiter XV the Boad to Plenty is laid out through the establishment of 
a Federal Board to advi.se Government on economic w'elfare and to afford a leader- 
ship in business circles. The existing Federal Beserve Board is said to be 
essentially a system for financing production and “ has nothing to do directly with 
providing consumers with enough money to buy goods ” ; but here the authors 
make their cardinal error. If the Federal Board system would confine its operations 
to the rediscounting of all approved hona-fide trade transactions in new currency 
at some reliable rate, the result would be a sutTicient supply of money to carry 
all production into consumption at steady prices. Indeed it was created partly 
for this purpose as Section 13 of the Act wull show, but the vital distinc- 
tion between business done and hnsine-ss expected to be done has not been appre- 
hended. 

Production can only be safely promoted by savings or surplus moi^ey in the 
hands of consumer-workers whose inducement will be money profits included in 
retail selling prices. But if bank-interest be deductible from such profits or 
addable to such prices, either the necessary inducement is partly withdrawn, or 
the ability of consumers to pay is reduced. Interest must be duly paid under 
threat of insolvency or capital reconstruction but profits may disappear and may 
become losses before producers will cease to function. In any case, the risk qf 
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rediacountiiig is less than tliat of nionev-leiidiug on collateral however secure; 
the margin deinamied by bankers on such “ assets ” proves this. 

The power of the State to increase coiiKumer- income at short nc>tice is doubtful, 
the borrowing of money or piiblir debt baaed on taxation mav not have this effect 
unless it be promptly .spent on public utilities and services whicli certainly tend 
to raise retail prices in tlie vicinity. The repayment of public debts connotes 
surplus revenues which may nor be available at a time of rising prices but any 
declaration liy Government that its policy will be aimed at the reduction of un- 
employment and tlie stabilization of the retail price level would inspire confidence 
among business men, and private enterprise may be thereby stimulated. 

Nothing is said as to the speed of circulation of the permanent stock of money, 
nor the economy effected in the use of money by means of papen* transfers such 
as cheques and bank drafts, nor of the facilities for remittance by telegram, nor 
of tlie stimulus of higher rates of interest on the circulation ; perhaps these are 
minor matters in such a general scheme of State assistance or non-interference 
wdth private business. 

The idea is good and sound if it can be carried out effectively, but tlio existing 
money mechanism is quite sufficient when modified as regards movements of the 
minimum rate of re-discount and when amplified or extended without legal limita- 
tion connected with gold reserves. 

No mention is made of the revenue earned by the State on re discount opera- 
tions although they must be considerable and relieve taxation. 

The authors anticipate that wages wdll rise w ith increased production ; this 
may and should be true of individual attention and effort, but since retail pidces 
will be stabilized, wages should also be steady and continuous. They are allicvl 
to prices and an element of all costs. 

The field of useful employment will certainly be extended sou that all foreign 
barter trade will be confined to surplus products in exchangt* for exotic supplies 
including gold if wanted. 

A woman is introduced at the end to inspire the business man to necessary 
action as his wife, and the Church is called upon to (^eaae the preaching of tlie 
dismal dc '•trine of self-sacrifice and resignation to things as they are. 

H. K. Scott. 


Pkimer op Co-opbbation by H. Tj. Kaji, M.A., B.Sc., F.E.S., J.P. Published 
by the Superintendent, Provincial Co-operative Institute, Bombay. 

This unostentatious pamphlet of thirty-six pages gives an idea of the aims 
and achievements of the Co-operative Movement in the Bombay Presidency. The 
subject-matter was given as ftfiem .minutes' talks on the Go-operative Movement, 
in the Bombay Presidency as part of the programme of the Broadcasting Company. 
;pombay. 
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In the seven talks into which the pamphlet is divided Professor Kaji ha» 
managed to give, with rare skill and perspicacity, the present condition of the 
movement in the Presidency, and has discussed the lines on which problems have 
to be solved. While discussing the aims of the movement Professor Kaji aptly 
reminds his readers that “It is protection of the poor and not survival of the 
fittest which is, therefore, the accepted motto of the co-operative movement.” 

In the second talk on Baral Credit Societies, Professor Kaji, while emphasizing 
the need of business-like methods and efficient inanageinent in the societies, 
recommends that ” supervision over its affairs must be thorough,” and ” the 
central financing agencies might, therefore, be strengthened more and their guiding 
influence over the small affiliated scKueties luade more real and effective . . . 

So far as the objective is concerned, we are one with Professor Kaji, hut 
we entirely disagree with him in the method suggested to secure the end. We 
would rather leave the central financing agencies severely alone to finance, and 
leave the work of supervision and gtiidance, be it in the acquisition of business 
methods or the assimilation of co-operative j>rinciples and practice, to either the 
local managing committee or some other private gentlemen, if available, or to 
the supervising unions under the patronage of the Provincial Institute. The central 
financing institutions, if allow^ed to meddle too much, fend to reduce the Primary 
Society to the position of a mere local agent of the central society for the distribii- 
tiou of loans. That is what actually happened in the United Provinces. In the 
Bombay Presidency, where the non-official agency is readily available to help the 
movement on, we think it would be safe to keep the central financing institutions 
to the financing alone. 

Ill the third talk Professor Kaji has discussed Co-operative Societies other 
than Credit and we note With pleasure his rexjomniendation that, “ It is unnecessary 
duplication of work and waste of energy for the Credit Society to sanction loans 
and for the Purchase Society to make purchases for agriculturists with the loans 
so obtained. It is desirable for the Credit Society itself to develop and expand 
into a Purchasing Society." 

His remaining four talks on Urban Co-operation and Co-operative Law are 
equally instructive and interesting and give an idea to the reader of his first-hand 
information of the subject ho is talking about. We recommend this pamphlet for 
careful study to all lovers of Co-operation in India. 


B. (t. Bhatnaoab. 


Beport of the Unemployment Committee, 19*37. Madras Uovt. Press. Price 7 annas. 
Bbpoet of the Unemployment ENQtJitiY CoMMirtBE, 1928. Travancore. 

That the problem of Unemployment for the educated classes, if not for the 
other sections of the community, has become an extremely serious one must be 
apparent to even the casual observer of our present-day social systezn. Thf 
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problem is not specific to any Province, but is truly an All-India one. The Central 
Government have however decided it to be a Provincial one and have left it to the 
individual Provinces to find the remedy for it themselves. We, bo weaver, feel 
that the Central Government should co-ordinate the efforts of the individual 
Provinces and assist them in these Schemes for the mitigation of the evil. They 
cannot divest themselves of all responsibility. The British Government themselves 
acting through the Ministry lor Labour have set a good example whicli our Central 
Government may well follow. They have negotiated with the Canadian Government, 
and from all accounts have translerred at least B.OOO out of the 10,000 miners to 
Canada, successfully, not to mention the transferences that the Government are 
making within the country itself, through the Industrial Transference Board. 

Most of the Provinces have however addressed themselves to tiie Problem. 
Bengal, Bombay, Madras, Punjab and recently the United Provinces have con- 
stituted Unemployment Enquiry Committees and have gone into the matter. Some 
of the Indian States too have taken up the question, and we must say that the 
Travancore Committee seem to us to liave accomplished their task with great 
credit. The one significant fact about the Travancore Committee was that they 
issued their questionnaire nut only in English, but also in the vernaculars — in 
Tamil and Malayalam. We greatly appreciate this action of theirs, and hold 
that when further empiiries of this nature are made which take into account not 
only the English-knowing persons, but others too, that the medium of the veriia- 
(jular should not be neglected. Our scope of information %vould in this way 
l)e greatly widened and ^^<)ulcl also come from within a deeper strata of the 
people. 

Tlie Iteports disclose the couimon features of this problem, the Travancore 
Committee touching probably more thoroughly and deeply tht? underlying causes. 
The state of affairs seems to be more acute in Travancore than in Madias, but we 
are not too sure whether this really represents the real conditions. To have conducted 
this inquiry over an area containing the population that Travancore carries is really 
quite different from conducting a similar enquiry over an ayca as large and carrying 
a population as heavy as in the Madras Presidency; the magnitude of tlie latter 
must necessarily affect the accuracy of the emiuiry. 

Both Committees demand change in the nature of education imparted. 
Variety in education is demanded with a definite bias for Science and .Agricul- 
ture, as is being done in tlie Punjab in the “ Agriculture-bias ’■ Schools. They 
also desire the opening up of technical, industrial and mechanical schools, where 
requisite training in these arts and handicrafts could be properly given. They 
also hold that Adult education should be more strongly developed by a system 
of Continuation schools. 

But more than this, both Committees hold that fundamentally what is re- 
quired is a <!hange in the people's estimate of the so-called honourable professions 
and services. A new valuation dependent upon a new outlook of life is necessary. 
This is the only way in whicdi chronic overcrowding in oertain directions will be 
relieved. In other words, all ‘ Manual ’ (using the word comprehensively) work 
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should be looked upon as honourable aw long as it — or indeed any other work—' 
remains honest. This change in people's estimate of the different walks of 
life will come about not only ly a change in ediicaiitm, but by the training 
given in the homes and by other powerful social influences. Both Comuiittees 
feel that outside the learned professions and clerical occupations there is siifti- 
cient scope, especially on land. But the Committees do not think that land will 
prove an easy solution of the trouble unless the amenities of village life are 
improved, and tlie far more difhcult problem of the fragmentation of holdings is 
checked by a change in the Inheritance Laws, Tenancy Legislation or Co-operative 
action. Unless this is done, “ Back to the Land " cry will only be one in the 
wilderness. 

The Travancore (-oiimiitlee do not seem to have much faith in Educational 
Colonies of the Maharaja of Cossimbazar s Polyteclinic Institute type run under 
the disinterested and enthusiastic direction of Captain J. \V. Petavel- 

It is of course frankly an experiment in the Indian environment. .Similar 
experiments have been tried elsewhere and the great Educationist, I*aul Oestreich, 
Leader of the German Youth Movement, believes in the soundness of such edu- 
cational institutions. His own Produktion Schule in Germany seems to be func- 
tioning successfully. 

The Travancore Committee suggest a delinite plan of land colonisation for 
the unemployed educated yoiiil). 'J'hey propose that some available waste land 

should be given to each candidate varying Irom 15 to *20 acres blocks to 5 to 

10 acres blocks, according to educational <iualtlicatious, and agricultural loans 
ranging from lls. 250 to Bs. 1, 000. 'i'hey suggest that one or tv\o such model 
colonies should be started, under non-otttcial control, and its results watched. 
We strongly commend this suggestion rt)r Slate action. We feel however that 
Horticidiure rather tbaii routine agriculture will be more suitable for the edu- 

caictl youlhs as are being produced, for the present, in our Schools and Univer- 
sities. Many of these are not accustomed to the heavy, hard and strenuous work 
that ordinary agricultmv demands. Horticulture would be rnoie congenial. The 

experiment, however, is well worth trying. 

Both these Ileports give much valuable information and suggestions. We 
lack such information, and without the knowledge of the facts of the situation 
no effective remedial measures can be taken. The facts have been gathered in 
now and it only needs to try out the remedies recommended. 

S, K. liUDRA, 


Co-oj*KRATrv?^ CUEIVIT IX Jamui SUBDIVISION by Sadashiva Prasad, B.A., Bihar 
and Orissa Co-operative Federation, Patna. 

This small pamphlet gives us an idea of the progress of co-operative credit 
societies in the Jamui subdivision. In November, 1918, Rev. BarW was appoint- 
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^ an Honorary Organiser for Co-operative Bocieties in the subdivision by tba 
Registrar of Co-operative Bocieties, and at the end of 1926 we find 121 agricul- 
tural and 8 non -agricultural societies developed in that area. The writer gives 
a vivid description of the work done during the 8 years under review in the 
development of co-operation. But the pamphlet contains much more than a mere 
history of development of credit co-operation. It also gives us an idea of the 
economic condition of the i>eople. 


B. G- Bhatnagar. 


^HOBT Notes ox Land Revenue Administration and some Connected Subjects 
by Kesari Singh Pancholy, B.A., IjIj.B. Pp. xvii, 119. Rs. 5. 

“ This,” the third volume of Mr. Kesari Singh’s series ‘ for the young 
princes,’ ” is without doubt the most important,” observes the writer of the 
Preface to this book. Perhaps the w’riter of the Preface is correct. The brnik 
deals with linnd Revenue Adniinislration, Agriculture, Famines, and Co-operative 
•Credit Bocieties. 

Judged from the i^Kiint of view of general talks on the above serious sub- 
jects to a prince or princes of India, it may be passed as a tolerable effort of an 
over^'orked tutor who had to talk on a variety of topics. But from the standard 
of exposition attained in the lectiures, and the degree of information given in them 
on the various topics, the author does not seem to have been justified in getting 
lus lectures published in Iwok form and pricing them at Rs. 6 I 

B. G. Bh.\tnagar. 


The Land of the Five Rivers by Hugh Kennedy Trevaskis. Oxford University 

Press. 1928. Pp. 372. Price Rs. 9. 

This purports to be an economic history of the Punjab from the earliest 
'times to 1890. It is really a politico-religio-economic history down to the 
disruption of the Sikh Kingdom and after that it assumes practically a purely 
economic hue. 

As a book for the general reader who has more or less a dilettante interest 
in purely economic matters, and does not wish to be bothered at all with statis- 
tical data, it is quite a good treatise. It describes the rise and fall of the Hindu, 
Pa than, Moghul and Sikh powers, narrates the story of the origin and develop- 
ment (and in the case of Buddhism, decline also) of Hinduism, Buddhism, Islam, 
and Bikhism , and gives an idea of the Hindu and Muslim theories of the State 
l>e8ides dealing with those subjects that fall under the purview of economic 
liistory pure and simple — all of which keeps the book from being tiresome read- 
ing. Then, the style is learned and pleasing. Each chapter is begun \fith a 
F. 19 
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quotation — prose or poetic — front a classical or modern author — ^which serves 
a sort of headline to the chapter, and, wherever an opportunity offers itself, tlio 
body of the chapters themselves is adorned with some apt poetic lines. 

All this is very well indeed, so far as it goes. But, as a scieutitic thesis^ 
the book, we are afraid, must be declared a disappointment. With the exception 
of one chapter and certain sections of certain chapters — e.g,. Chapter V, Sec- 
tions 1 and 3 of Chapter I, 2, 6 and 7 of Chapter II, 2, 4 and 6 of Chapter III 
and 4 of Cliapter IV, which may be said to be mostly economic history, the rest 
of the book is dominated by political or religious history or by matter, such as 
the Section on Bengal, which has little or no bearing on the economic history of 
the Land of the Five Rivers. 

Then, the author appears to be a man of strong sympathies and antipathies. 
He suffers from what is known as “deficiency in mtellectual sympathy*’; he 
sees on I".' one side of truth and is unable to realize that there are generally many 
sides to it, and in a scientific treatise all of them should be glanced at. 

This is a great defect of the book, greater than the first one noted abovcr 
lixamples of it can be found throughout the book. The author’s denunciation of 
the Brahminical religion as having its origin in and having its existence on 
the selfishness of the Brahmins is the first instance in point. That religion, to- 
whatever depths of depravity it might have declined with the decline of learning 
ill India, contain certain eternal truths w^hich keep it alive in spite of. the fact 
that the influence of Brahmins has mostly disappeared, at least in the Punjah, and 
that, we are ready to say, rightly. 

Another example of the onesidedness of the author may be found in sections 
3 and 4 of Chapter V—headed respectively “ The Political Supremacy of the 
Ijawyer ’’ and “ The Economic Dictatorship of the Money*Lender,’’ The former 
Avould give the reader an idea that the author would not have the law courts as 
they have resulted in the tremendous litigation that is going on in the Punjab, 
and in the supremacy of the lawyer. He seems to impart the notion that the 
rule of no-law, or entrusting settlement of cases in each district to the Deputy 
Commissioner who is thoroughly familiar with the conditions in his district, 
would have been the right thing. That would have .been so, provided the Deputy 
Commissioner was fair-minded and thoroughly acquainted wdth his people and 
their conditions. But what guarantee is there that this condition would , always be* 
satisfied? It is simply because this guarantee does not exist that people prefer 
the rule of the law which is rightly regarded as a lesser evil. 

As to section 4, it is full of praise or pity for one community and of vitu- 
perations for another community. We would not say anything about the political 
or social consequences which this may have upon the tense communal situaticui 
in the Punjab, but we would ask the author “ Is there nothing whatever to be 
said for the maligned community to which the majority of the money-lenders 
))clong? Is it really their ‘ wily ’ nature that is responsible for all the ills 
that have fallen to the other community? “ We ask these questions because ws* 
have not throughout this section seen a single word in justification of the atiir 
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tude of this community, or in inodificration of st-atementK which may be, — we will 
concede, are— -generally true, but are not ho in every case, and, also because, 
we believe that the author’s piirjwse would have been equally served by his 
avoiding the use of words wliich would certainly appear offensive to the run* 
down community, 

Still another example illustrative of the same trend of mind is to be found 
in tlMj comparison or contrast which the author has instituted between the Hindu 
and Muslim rulers and the British Baj. Speaking of the system of land ad- 
ministration of the Hindu rulers, he says, “The present British Government takea 
as land revenue from a twelfth to a sixth of the produce, not very much lesa 
than these early kings ; but in return for this it gives economic, administrative- 
and educational facilities which they would not even have thought of” (p. 36) r 
and similarly he says of the Moghul administration, “ But the expenditure on 
beneficent activities, s\icb as agricultural dcveloprneiit , education, medical relief,, 
and sanitation wdiich now absorb such a large proportit)n of government revenue- 
tvas j)ractically nil ” (p. 126). While, what the author says with regard to- 
the expenditure of these governments is, on the whole, a fact, we w^ould ask 
him if it is right to judge of those times by the standards of the present? The^ 
beneficent activities could not have been thought of then because they were not 
in the air even in c<)ntem|K»rary European countries. No government w’as con- 
demned then if it did not undertake those activities, but if any government di<f 
not undertake them in the present day, one of the reasons for the existence of 
that government would disappear. But apart from this, what is the prof^rtiorr 
of its total revenues that the present goveriuiient utilizes for these activities. 
This amount has always been regarded as utterly inadequate by enlightened 
Indian opinion, wdiether it is compared with the total revenues of the country 
or with the amounts spent by other civil ixed gove.rniuents on these departments. 

There is one more criticism of the book we wnsh to offer. The eoonomie 
history of the Bunjab under tlie British, although it deals with the problem- 
of land very well, deals with that only, and says nothing abont maunfactures, 
trade and commerce. 

Wliile welcoming the book ns an addition to the scanty store of economic 
hisbiries pf India, we cannot but deplore the fact that a learneil man like the- 
author should be swayed by only one side of the |)roblems he deals with, 

G, P. Kabwal. 


The Empire of the Great Moqol by J. 8, Hoyland and S. N. Banerji. D. B. 
Taraporevala, Sons k Co., Bombay. Pp. xiv-h253. Bs. 2-8. 

This book is an annotated translation of the Latin work of Pe Laet, a Putoh 
writer of the seventeenth century. Pe Laet himself never visited India but, 
as a director of the Putch East India Company, he had access to reliable source® 
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of ml4)nimitou. A pAicistaking ciolieckir aad aocur»te writer he oompiM 
Account of India from numerous sources, some of which are mentioned in tliav 
course of the narrative, and published it in Latin in 1631 « The book conaiste of 
two x^aris, the first containing miscelianeouB information about the geography 
of India, trade and industry, administrative arrangements, social oonditions and 
the wealth and military resources of the Mughal Bmpire, and the seoond^con- 
taining a fragment of the history of India from 1540 to 1668. # 

The two parts of the work are very unequal in value. The second dflssed as 
it is on a single chronicle popularly known as Van den Broecke*s Fragment, but 
identified by Professor Banerji in the Introduction as the work of Pelsaert, thg 
•chief of the Dutch factory at Agra — ^is a document of solid worth, highly ivrixed "1 
9)y comx)etent authorities. 

In the earlier part we notice the usual defects of travellers’ tales. • De Ijaet’s 
Authcarities being Buropean traders, the information furnished by them ^regards 
<‘ommercial commodities, weights and measures, money, exchange, tells, \axes, 
the security of the highways, etc., surpasses in accuracy and fulness of detail 
.anything to be found in indigenous sources. The geography too of regions such 
AS Gujrat, Malwa and the country from Agra and Delhi to Lahore, which was 
generally frequented by Buropean travellers, is correct, but grotesque mistakes 
npx^ear when the author is dealing with other regions and with subjects such as 
Social conditions, history and antiquities and the details of administration which ; 
require an intimate knowledge of the wmntry and its ^wople. Chapter IX on'^^ 
the “ Kings of India,’* based on Garcia’s *• Treatise on Aromatic Plants ” is 
worthless for all practical purposes and a statement such as Most Miiham* 
inadans shave the whole head except a tuft around the crown which they leave 
in order that Muhammad may pull tliem up to Heaven ” induces one seriously 
to disamnt the value of the entka work. 

The critical footnotes written by Professor Banerji are scholarly and copious 
and what is more to be coramende<l they seldom fail the reader. The printing is ^ 
remarkably correct considering the nature ot the subject, but the book deserves 
a more attractive get-up. 

P. 
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FEDERAL FINANCE IN INDIA 


BY 

K. T. Shah, 

U niversit y of Bombay. 

1. GENEEAL PEINCIPliES OF FEDEEAL FINANCE 

The distinguished marks of a federal organisation coiiHist in 
a dWision of sovereignty between the wmstiluent states, making 
up the Federation and the Federation itself. Almost all the exist- 
ing federations in the world to»day, with the possible exception 
of the United States of Bra^sil and the Indian Empire, have l>een 
brought about by a kind of compact between the constituent statee 
existing before their Federation into a new state, which by agree- 
ment has led to a distribution of powers and functions as between 
the constituent states and the Federation in accordance with the 
impulse which led them to unite. According as this federa- 
tion impulse was powerful or otherwise, the powers of the 
associates and of their association have varied ; and the financial 
resources placed at the disposal of either have had to correspond 
to the functions and obligations assigned, respectively, to the 
Union and to the uniting states. There is, naturally, no uniform 
model for the several Federations of the world to conform to. 
Each has to evolve its own system according to the urge which 
makes for the Union, in the first instance; and each has, likewise, 
to effect its own modifications in the conrse of its history which 
the exigencies of the age and the country demand. Subject to 
this limitation, it may, however, be said, that in general, in all 
federal states, the functions of National Defence and maintenaJice 
of National Credit, at home and abroad, together with all those 
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other matters which concern the nation’s welfare, are entrusted 
to the Union Government; while all matters of primarily local 
interest and concern are left to the federating states, or their 
delegates. The subjoined summai’y of the division of powers and 
functions, ajs between the leading Federations and their member 
states, is appended by way of illustration and confirmation of 
the foregoing remarks : — 

In the United States of America, whose federal republican 
constitution is now the oldest in the world. Section VIII of the 
Constitution of September, 1787, allows the Congress power to 
levy and collect taxes and imi) 08 ts, to pay debt and provide for 
the common defence and welfare of the Union. The taxes and 
duties, however, voted by the Union Legislature, must be uni- 
form throughout the states. Money may be borrow^ed by the same 
body on the credit of the United States, and the foreign as well 
as the intoinal trade of the Union regulated. Nationalisation 
of aliens and laws governing bankruptcies are likewise within 
the province of the Congress, avS also the coining of money, the 
regulation of currency, and fixing of weights and measures. 
Establishment of the Post Office and Post Roads is a Union 
subject, as also the "guaranteeing to authors or inventors the copy- 
right or patent in their works or discoveries. All courts of law, 
below the Supreme Court established by the Constitution, may 
be set up by the Congress ; and the same authority may define and 
punish piracies and other offences on the High Seas. The declara- 
tion of War, maintenance of internal oixler, the raising and main- 
taining of an anny and navy, and the making of rules for the 
governance and regulation of the land and sea forces are also 
vested in the same body. These are considerable powers; and 
though the Constitution has been amended over again since its 
adoption, the powers of the Central Government have been more 
often increased than not. The original Constitution had prohibited 
to the Congress any interference with the right of the states 
to regulate migration; and an interdict was placed upon any sus- 
pension of the writ of llahe^as Corpus, except in extraordinsrjr 
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emergencies of rebellion or invasion. It was equally clear and 
positive about direct taxation. 

No capitation or other direct tax shall be laid, unless in 
proportion to the census or enumeration hereinbefore 
directed to be taken. No tax or duty shall be laid 
^ on articles exported from any state. No preference 
shall be given by any regulation of oomnierce to the 
ports of one state over those of another; nor shall 
vessels bound to or from one state be obliged to enter, 
clear, or pay duties in another.*’ 

The part of this Section TX relating to the prohibition of 
direct taxation to the Union Government caused increasing ein- 
baiTassment to the Central authority as the obligations and 
requirements of that authority began to expand ; and so the portion 
was amended, after a historic struggle by ihe Amendment Sixteen 
of the Constitution adopted in 1913: — 

The Congress shall have power to lay and collec-t taxes 
on incomes, from Avhatever source derived, without 
apportionment among the several states, and without 
regard to any census or enumeration.” 

The powers of the constituent states, however, comprise all 
the field that is not specifically assigned to the Union. Amend- 
ment 10 of the Constitution, adopted as early as 1791, lays down: — 

The powers not delegated to the United States by the 
Constitution, nor prohibited by it to the states, are 
reserved to the states respectively or to the people.” 

The only powers expressly prohibited by the Constitution to 
the states include dealings with foreign states, coi^ling money 
or emitting bills of credit, passing any bill of attainder or grant- 
ing titles of nobility, or making laws iniparing the obligation of 
contracts. lievying of duties on imports or exports, without th^ 
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coBdeat of the Oongrees^ is similarly forbidden to the states, except 
for what may suffice for their inspection laws; and all mmiies 
collected from such duties must go to the United States Treasury. 
On the same analogy, and under the same limitation, keeping of 
troops or war-ships in time of peace, or engaging in war, or 
making warlike alliances with foreign states is forbidden to the 
states, unless actually invaded or in such imminent danger as 
will not admit of delay.’’ (Section X.) 

Financial obligations and resources in the Union have been 
divided in accordance with the governing principles of the Federal 
organisation herebefore outlinetl. We shall review these finan- 
cial relations in a minute. Let us here add, by way of contrast 
or comparison, the analogous provision of the Swiss Constitution 
which breathes the sajne air of lo<‘al autonomy tempered with 
national cohesion. If the original Constitution of the United 
States is nearly 150 years old, the Swiss Confederacy dates in 
effect from the Middle ages. The latest constitution, however, 
of this ancient mountain democrtvcy dates from 1874, and embodies 
the experience of centuries of that people’s own history. Local 
autonomy is definitely the principal aim of the Swiss Constitution 
even as in the days when Freeman wrote, the confederation being 
formed and maintained as a useful adjunct to promote the common 
welfare. lies Cantons sont sonverains on tant que leur 
souverainete n’est pas limitee par la Constitution federal, et, 
comme tels, ils exercent tous les droits qui ne sont pas delegu^s 
au pouvoir federal,” says Article 3 of this Constitution. The 
powers of making war and peace are delegated to the Con- 
federation, as also those of making treaties with foreign powers, 
including those regulating commerce. (Art. 8.) But the Swiss 
Constitution is probably unique in its anxiety to maintain loc^al 
Tights, in its reserving to the Cantons the right to conclude 
Treaties with foreign states under exceptional cothditions, on 
matters concerning public economy, neighbourly amenities, or 
police regulations, provided that such Treaties contain nothing 
repugnant to the Federation or to the other Cantons, (Art. 3.) 
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Among themselves, of course, the Cantons have the right to make 
conventions regarding legislation, admiiiistaation of justice, on 
conditions that the same are intimated to the Central authority, 
and that the latter finds in them nothing injurious to the rights 
of the other Cantons. The Army, and provision for National 
Defence, even in this perinanently neutralised country, belong to 
the Federal authority ; and Canton may have, besides its gendar- 
merie, upto 300 men of the permanent army (Art. 13, cf. also 
Art. 19). The Federation can order expropriation for certain 
purposes subject to the payment of an indemnity or compensaiion. 
The supervision of the Forest Police, the regulation of fishing and 
hunting (25), legislation on liailways, Posts and Tedegraphs (31))? 
the creation of a Federal University and ])roviBion for higher 
education, public debt and ‘coinage of money and note-issue, the 
fixing of Customs duties, — these belong to the Federal authority. 
The revenue from the Posts and Powder monopoly is reserved to 
the Federation. The revenue from Customs is similarly assigned 
to that body, subject to certain refunds to specified Cantons; while 
the constitutional provision in Article 29 (2), permitting Export 
Duties, requires them to be as moderate as possible. Certain 
duties in the nature of Terminal Taxes or Octroi on articles of 
consumption within a Canton were upto 1890 reserved to the 
Cantx>ns. It is curious to note that in Switzerland, the Central 
authority has no right to make a monopoly of the issue of paper- 
money, nor to make such money legal tender (89). As in the 
IT.S.A. so in Switzerland, laws governing civil capacity, (commer- 
cial transactions, literary and artistic property (copyright), and 
bankruptcy belong to the federal sphere (04). 

The financial resources of the Swiss Confederation, enumerated 
in Article 42, in(dude the yield: — (1) of the federal domain; (2) of 
the federal customs duties collected at the Swiss frontiers ; (3) of 
the Posts and Telegraphs; (4) of the Powder monopoly; (5) of half 
of the tax on exemption from military duty; (6) of cantonal contri- 
butions. Direct taxation is still reserved, in Switzerland, as it was 
in the German Empire before the War, to the Cantons. 
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The Post-war German Constitution leans as much on the side 
of the Central or Federal authority as the Bismarckian limpire leant 
on the side of the constituent States. The Federal Government 
is now given sole authority in regard to: Foreign and Colonial 
affairs; Nationality, settlement, immigration and emigration, ex- 
tradition; Organisation of the Defence Force; Coinage, Customs 
and internal trade regulation and the Postal seiv^ices, including 
Telegraphs and Telephones (Art. G). On all matters, concerning 
public peace on which there is no need for uniform regulation, 
the Federation may legislate (9) ; while it may lay down the 
general principles for the guidance of local legislation in regard 
to subjects like the rights and duties of religious bodies, or public* 
education including the Universities and scientific libraries. On 
20 specified heads, the Federation has legislative authority con- 
current with the states, e.g., civil and criminal law and legal 
procedure; passports and surveillance of figures and provision for 
poor law and travellers; labour laws, insurance, protection of 
workmen, and labour bureaux; expropriation and socialisation of 
natural resources or economic undertakings; Trade, weights and 
measures, paper-mopey. The guiding principle, however, in 
regard to such concurrent legislation is laid down in Article 13: 
** Federal Law breaks through State Law.’^ The preceding 
Article is reminiscent of the old preponderance of State rights as 
against the Federation : — 

“ So long and in so far as the Federation has not exercised 
its legislative powers, the states continue free to 
legislate. This does not hold good of subjects as to 
which the Federation has sole power to legislate.” 

The financial resources, moreover, of the states have been 
drastically cut down by tbe Constitution of 1919: 

“ The Federation may legislate as regards taxes and other 
sources of revenue, in so far as they are claimed^ 
either wholly or in part, for federal purposes. Wheil 
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claiming taxes or other sources of reTenue which 
hitherto belonged to the states, the Federation must 
have due regard to preserve the vitality of the states/* 
(Art. 8.) 

In regard to the management of the public credit, the present 
German Constitution makes a noteworthy improvement by Article 
87, which may well be coi)ied by other countries : 

Monies may be raised upon credit for extraordinary needs 
only, and, as a rule, only for productive expenditure. 
A federal law alone can authorise such raising of 
monies on the assumption, by the Federation, of 
liability by way of guarantee.’’ 

In contrast with the American and American ( ?) models, the 
Federations within the British Empire, in America, Australia and 
Africa, manifest certain significant differences inter se, as well as 
in comparison with the non-British models. The following sum- 
mary of the Federal and State powers will be instructive by 
itself : — 
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2. THE FINANCIAL PE0VISI0N8 IN FEDEEAL 
CONSTITUTIONS 

The varying magnitude of the powers of the Federal and of 
the State or i)iovinciaJ authority, respectively, in each case reilectvS 
the varying force of the urge for union. The same is retleoted 
more materially in the financial provisions of these constitutions, 
or the conventions that have grown up thereunder. * In the oldest 
and the most, considerable Federation of our times, the United 
States of America, the Union Govemment was expressly denied 
for a century and a. quarter after its creation the right to lovy 
direct tuxes. The sixteenth Amendment of the Constitution has 
changed this state of things since the last fiftetm years; and direct 
tax-receipts now form as integral and important a ])art of the 
Federal Budget in the United States as in any other country. But 
the dread of the champions of the local sentiment is evident in the 
present Swiss Constitution, — as it wa^4 remarkable in the pre-war 
German Ooiistitutioii, — in the rigorous refusal of direct taxation 
to thc^ Fecleral Government. The present (lernian Constitution 
allows direct taxes to the Central Government; and to that extent 
the force of the Union seems to have been intensified as the 
result of the war. But even in Gennany, the Eeich Gcwerninent 
has to make a refund to the States Governments of a part of these 
Direct! Taxes surrendered by the latter to the foraier in the moment 
of dire national nei essity. , The subjoined comparative statements 
of the financial resources and obligations in the leading Federations 
of the world, British as well m non-British, will serve to give a 
more concrete idea of the apportionment of the financial vstrength 
to the obligation placed upon each authority in a Federation. 
There are certain common features, and a few distinctive marks 
which set apart one federation from another which we shall em- 
phasise a little more later on. 
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I, The Budget of the United States of America 


Items of Revenue 

Items of Expenditure 


s 


$ 

Customs 

806,499,983 

Civil Establi.shment — 


Internal Rev. — 


Eegislotive 

19,678,325 

Income Tax 

2,224,992,800 

Executive ... 

612,198 

Miscellaneous 

644.421,642 

Dept, of State 

16,497,669 



Treasury Dept. 

161,560,334 

Other Receipts — 

Govt. Securities 

45,e99,57B 

War Dept. ... 

860.808,777 



Navy Dept. 

3l8,909,09fi 

Principal „ 


Interior Dept. 

302,706,745 

Interest „ 

160,319,600 

Post Office Dej)t. 

189,038 

Railroad „ 

89,737,959 

Agriculture „ 

166,287,305 

All other „ 

63,474,987 

Commerce ,, 

30,939,749 

Trust Fund Receipts 


Labour ,, 

9,921,644 

(reappropriated for 


.Justice ,, 

24,819,0.58 

investment) 

48.476,631 

Independent Bureau ... 

36.442,771 

Sale of Surplus Property 

18,068,630 

Columbia District 

37,666,621 

Panama Canal Tolls, etc. 

26,768,390 

Public Debt Charges — 


M iscel 1 n neo us R cc eip ts 


Sinking Fund 

.333,628,400 

credited direct to appro- 


Foreign Re pay t. 

169,961,800 

priation ... 


Interest 

787,019,678 

Other miscellaneouH 

188,602,962 

Postal Deficit 

27,263,191 



Panama Canal 

8,306,346 



War Finance Corps 




Shipping Board 

19,011,397 



All others ... 

719,621,361 



Total Expenditure 




charged to Ordinary 


Total Ordinary Receipts 

4,129,394,410 

revenue 

3,493,684,619 


The terms Ordinary Berenue and Ordinary Expenditure are 
used to denote that the Post OfRce receipts and disbursements are excluded. 
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The income of the several states in the Union is derived in 
a very large proportion from a General Property Tax, charged on 
real as well as Personal Property, and serving as the basis of 
income both for the State Government and also for the Municipal- 
ities county governing bodies. The aggregate revenues of the 
several states in 192()-27 amounted to $2,078*536 million, and the 
aggregate expenditure to million.^ 

The states, it may be observed in passing, are not all of the 
same size, poimlation, or wealth, inter se. Hence if we were to 
consider their per capifa Revenue or Expenditure, w-e should get 
quite a disproportionate and misleading idea of the State Pinance 
in the Union. The Constitution of 1787 took away the Customs 
duties from the states ; and though the Excise and General Property 
Tax Revenues were left, the states relied mostly on the last source 
to eke out their Budgets. In the eighteenth (’eiitury, and for some 
time in the nineteenth, this tax satisfied all the retjuirements of a 
productive, convenient, and easy soiu'ce of revenue, since ])roperty 
was mostly in the form of land or houses. With the growth, 
however, of personal, moveable property, — especially in the form 
of industrial or Governmental Securities, in the nineteenth century, 
the old attraction of the General Property Tax disappeared; and the 
states were hard put to it to devise machinery to prevent tax- 
evasion, and discover supplementary sources of Revenue. Assess- 
ments had to be revised, standardised and made to follow definite 
rules, while the administration of the assessment department came 
gradually to be handed over to Ihe central tax authorities to prevent 
fraud, mistake, or evasion. New taxes discover^ to supple- 
ment the state resources naturally took the form most suitable 
to the peculiar industrial or commercial organisation and develop- 
ment of each state. Thus the Corporation Tax became a prime 
favourite with all those states in which indtistrial development 
permitted such a source of income. Franchise Taxes, a peculiarity 

1 Compiled from the Stateaman’s Year Book, 1928. The States include also 
Alaska, Hawaii, Porto Eioo and Philippine Islands, but no figures are available 
for the Virginia Islands, Samoa Islands and Gnam, 
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of America, and a growing Hoiirce of State revenues, may, scienti- 
fically speiaking, well be regarded as only a variant of the Cor- 
poration Tax. But the trend to levy Income and Inheritance Taxes 
by the State Goveriinients beginning with Wisconsin, in D;!!, can- 
not be so lightly passed over; as it is boiiiid to (;reate coini)l('xities 
of double taxation and excessive burdens. 

These income taxes are assessed and collected under the 
direction of the central tax authorities and the 
proceeds are generally reserved for the use of the 
slate; but in Massachussetis, New Yoik and Wis- 
consin, a distribution is made between the state and 
the lo(‘alities.’^2 

The Inheritance Tax, adopted in all (^xc('pt the three states 
of Alabama, Flojida and Nevada, is another growing source of 
state revenue, usually not shared with the hu al bodies within the 
state while tlie Motor A'ehicle Incense Duty is becoming rapidly 
po])ular in tlie states. The petrol tax obtains in forty-four states 
at varying rates. 

The general |)osition of the State Revemies and Kxpenditiiie 
is well indicated in the following tables compiled from the 
authority already named.^ 


State T?ev(*mio 

Percent. 

of 

St'B t(‘ Expen d itn re 


1024 

T<ital 

per capita^ 1924 

$ 

4*31 

Taxes — 



Highways 

General Property 



Education 

3*68 

Tax 

351*60 

257 

Charities, Hospitals 


Special Taxe.s 

22677 

166 

and Correction 

1 73 

T^oll Taxes 

3-62 

0*3 

MiHcellaneeus 

1*26 

Biistness and Non- 



Gonl. Govt. 

074 

business Licenses 

Special AssessTtients 

436 46 

31-8 

Development of Con- 
servation of Natural 


28‘86 

17 

Resources 

0*63 

2 Holcombe’s State Government. 

in the United States, 


3 JTolcombe, op. ctt., 

pp. 370 and 374, 
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8 bate Rc^ venue 

Percent, of 

State Expenditure 


1924 

Total 

per capita^ l924 





% 

Finee, Forfeit, Fs- 


Protection to Person 


c heat/9 

8 04 0 6 

and Property 

0*49 

S ub V o nbi o 119, (1 ra nts, 


Health and Sanitation 

0*2B 

Donations, Pension 

Assessment 

tB3'69 9*8 

Public Service Enter- 




prises ... 

0T3 

Highway privileges 



Recreation 

. 0-04 

Rents, Interest 

61*47 4*5 


Darnings of General 




Dept. 

113*04 8*3 



Darnings of Pulolio 
Service Dntorprises ... 

12*57 0 9 

Total 

13*10 

It may l>e added 

that some 

gtales in the Ihiion are 

allowed 

siibsidievS by the Federal (ievermnent, as these slatf's tliemselves 
are too poor to be able to discharge, from their o^vn ]>or.se, the 

minimiuii of state functions laid 

upon. them. 


In Germany, tbe 

Federal Budget (‘insists of vsinrilar 

sources 

of revenue and expenditure as in 

the states.^ 



J9.'i7-2H rEsfimafp.^) 


Revenue Ordinary 

(in Million Mks.) Expenditure 

Taxes 

fi,880.0 

Payments to States and 

8,082.9 



Communes ... 

Customs 

890.0 

General Administration 

2,861.3 

Fees 

207.0 

(including defenije)... 

Mint Profits. .. 

190.0 

IJiH'mployment Relief 

610.0 

Surplus of previous 


War and Civil Pensions 

1,474.8 

year's Extraordinary 

Jjoan ... 

200.0 

Internal Charges from 


466.4 

War (occupation) ... 

198.2 

Railways 

Other Loans... 

60.5.0 

Payments of Bonds and 
Reduction of Debt ... 

504.3 

690.9 



Dawes Payments 

1,778.7 

Total 

10,010.2 

Total 

10,0102 


4 postAVar Germany, by K. T, Bhab^ 
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The chief taxes levied by the federal Grernian Republic, with 
the yield in million marks of each in 1925-26, include : Income Tax 
(2, 170*0') ; Tax on wealth turnover (1,68() 0') , Tax on capital 
transactioius comprising Com]>any Tax, Scinirities Tax, Stock hiX- 
change Tax and llirectors’ Tax (106 ()), Motor Vehicles (58*0), 
Stamp Duties on Bills (63 0), Tralfic Tax (318 0), Tax on Bonds 
and Debentures (47 0), Customs (5900), Tobacco (616*0) and 
Sugar (236*0); Tax Spirit Monopoly (153*0) and AVine Tax (80 0). 
The yield is steadily growing; but the tax system of Post-war 
(jermany cjuuiot yet he said to have attained anything like ijerma- 
nence and definiteness.^ 

The resources of the slates in (lermany are, under the new 
dispensation,, even more moagie than those in the United States, 
The AA^ar, and its lega(»y of lieavy reparations to the ex-enemy 
nations, hav(‘ so increaseil the l)urden on the Federal Government 
that they have taken up almost every important sourc.'e of revenue 
from the cfonstitiumt states, and materially added to the ingre- 
dients of tlie German Tax-system. The states, being deprived 
of thcii* mainstay in i‘(n'enue— Taxes on Iiicoim^ and Pjoperty — 
have to be compensated by the Federal Go vein men t, and hence the 
very considerable amount of expenditure by the Central authority 
in respect of i)ayments to the State funds. The total revenue of 
the constituent states in Germaiiy fiom all sources amounted in 
1D2G-27 to 1,907*35 million marks, while the expenditure of the 
states aggregated 1,926*32 million marks. ^ 

The Swiss financial sy.stem is founded on the iittei distrust 
of the Federal authority in re8])ect of direct taxation. The Federal 
Government is in charge of the Custonus revenue, which forms the 
bulk (85 per cent) of the central income ; proceeds of the explo- 
sives monopoly which go entirely to Federal Government, and 

5 Cf. Post-War Germany, by the preBent author. 

6 Compiled from the Statesman’s Year-Book, 1028. The financial year seems 
tyvary in the different states. The figures given above being for the latest year 

1^5 in the 1928 Statesman’s Year-Book. 
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the alcohol monopoly, which is distributed entirely among the 
cantons, on condition that at least one-tenth of the amount receiTed 
by the cfantons iruist be employed by them, to the combating of 
alcoholism in its <‘aiises and effects. Exemi)tion from military 
Sem ico is purchasable in Switzerland by paying a tax or indem- 
nity to the stale; but ibis is levied through the cantons and the 
j)ro(ie(Kls are shared equally between the cantoms and the Federal 
Urovernment. There are customs duties levied by the cantons 
which must not degenerate into transit duties of any sort. The 
mainstay of the cantonal finance lies, besides direct taxation, in 
the federal subventions received by each. 

The Budget subjoined is only by way of illustration. 


The Hudget Estimates (19^8) of the Sams 
Confederation 


Kevenue (in francs) 


Expenditure 


Oaxiitol invested 

24,W)7,888 

Debt Charge ... 

112,762,800 

General Administration 
Depts. 

537,100 

Genl. Administration 
Depts. 

6,184,187 

Politicul 

193,060 

Political 

16,664,900 

Interior 

1,188,950 

Interior 

27,046,731 

thistice and Police 

2.188,600 

Justice and Police 

8,010,631 

Military 

1,693,436 

Military 

' 84,941,864 

Pinanco and Oustoms^ 

282,101,970 

Finance and Customs 

21304,229 

Gommeroe, Industry, 
Agriculture 

1,696,996 

Commerce, Industry, 
Agriculture 

58,601,812 

Post and Rlys, 

8,120,112 

Post and Rlys. 

984,014 

Miscellaneous 

623,999 

Miscellaneous 

6,210,933 

Total .«• 

322,230,000 

Total 

331,660,000 


7 Compiled from State»man’6 Year-Book, 1928. The Customs revenue for 
1926, amounted to 226,268,400 including 18,726,739 by way of tobacco dims. 
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The Budgets of the British Dominions rederatioii reflect 
similar tendencies at work, and for well-nigh the same rea«sonK. 
The Commonwealth of Australia shows : — 


1925-S6. 


Revenue (in sterling) 

Expenditure 



£ 


£ 

Taxation- 


Cost of Depts.— 


Customs 

27,839,889 

Oovernor-Oeneral 

29,928 

Excise 

11,358,989 

Parliament ... 

468,419 

Land Tax 

2,621,910 

Prime Minister 

944^379 

Estates Duty 

1,411,336 

Atto rney- ( t e n e ral 

185,427 

Income Tax 

858,046 

Treasury 

9,640.409 

TOntertainment Tax 

460,326 

Customs 

1,541,864 

War-time Profits Tax*... 

77,491 

Defence 

4,004^827 

I^otal ... 

64,373,006 

Post- Master Oeneral 

10,661,926 



T'Totne and Territories 

699,756 



Works and Railways 

1,811,098 

Puldic Works- 


Health 

176,672 

Postal and Services 

10.771,766 

Markets and Migration 

686,714 

Railways 

849.768 



(Others 

... 

Total 

30341,418 

1V.tal ... 

11,121,624 



— 

Miscellaneous — 




New Works ... 

816341 

Other Revenues — 


War Services ••• 

30,171.860 

Interest, etc. 

4,594,846 

Interest State Jjoans 


Coinage 

332,014 

A/c 

2,084,757 

Defence ... • 

180,662 

Special Def oncse Provi- 


Quarantine ... 

80,563 

sion 

3,742.746 

Territories 

4h978 

Total ... 

44,109,488 

Lighthouse... 

198,363 

- 

— 

Pension Contribution ... 

66,781 



Net profit on Australian 




Note-issue 

1,048,062 



Miscellaneous 

816,616 



Total ... 

6,791,277 



(Irand Total 

72,286,806 

(irand Total ... 

76,109,438 


8 Compiled from the Australian Year-Book, 1928. The revenue in 1926-37 
amounted, according to the Statesman’s Year*Book, 3928, to j£78*168,28d and 
ordinary expenditure to ^676,682,688, 

P, 8 



280 


K. T. SHAH 


Amongst all the British Dominians, the Australian Common- 
wealth Budget is the most interesting, not only because of the 
intense activity of the State in those regions, but also because 
of the experiments in centralisation even now taking place there. 
Under the Constitution of the Commonwealth, S. 81, all revenues 
are to be paid into a general Consolidated Revenue Fund, while 
other monies are credited to special funds. Until the end of 

1906- 7, the balance of the Conso'lidaled Revenue Fund, after the 
Commonwealth expenditure, was paid to the states. From 

1907- 8, until the abolition of the book-keeping provisions of the 
Constitution, the states received only three-fourths of the net 
Customs and Excise Revenue, and the balance of the Consolidat- 
ed Revenue Fund was transferred to the Invalid and Old-age 
Pension Trust Account, and the Naval Defence Trust Account 
to provide for expenditure in subsequent years. 

At the present time, the financial relations lietween the 
several states and Comon wealth are govern e(l by special conven- 
tions, the substance of Tvhich is appended below. 

Since the Commonwealth Government is levying direct as 
well as indirect taxes, the states needed funds for their own 
purposes, and they wele paid since 1910 annual subsidies of £l 
5s, per capita, with special concessions to Western Australia and 
Tasmania, for a period of ten years. This period expired on the 
30th June, 1920, but the subsidies were continued provisionally 
up to 1927, when they were abolished. 

By agreement between the states and the Commonwealth, 
economies have been effected in the tax-collecting machinery by 
allowing the same set of officers to collect both the State and the 
Commonwealth taxes in each state. The Commonwealth also offer- 
ed, in 1927, to relieve the states of their heavy load of indebted- 
ness, agreeing to pay the interest on these debts from the 
Commonwealth funds, and also to make adequate provision by way 
of sinking fund. 

The subjoined table gives an idea of the States’ (Consolidat- 
ed) Revenue and Expenditure in Australia; 
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{1925-26y 


Kevenue 

£ 

Expenditure 

£ 

Taxation 

23,452,704 

Public Debt 

^,191,145 

Public Works Services 

67,285,057 

Railways & Tramways 

39,176,762 

Land 

4,929,269 

Justice, Police & Prisons 

4,713,986 

Subsidy 

7,624,099 

Education 

9,678,826 

Miscellaneous 

8,127,1.34 

Medical and Charities 

Miscellaneous ... 

6,210,327 

16,724,300 

Total 

101,418,247 

Total 

103,694,836 


Union of South Afriva ('Federal Finuncejy 1923-24 

In the Union of South Africa, where the powers of the consti- 
tuent provinces seem to l)e the latest considerable, the Budget of 
the Federation is as follows 


Revenue Items 

Amount 

Expenditure 

Amount 


in Million £ 

in Million £ 


1923-24 1927-28 

1 


1923-34 

1927-28 

Customs 

6-670 

7‘986 

General Govt. 

3- 178 

8-362 

Excise 

1-946 

1*922 

Law, Order and Pro- 






tection. 

6-270 

8-362 

Mining Rev. ... 

2109 

1*660 

Higher Education, 



Licenses, Trading and 



Science, etc. 

0-866 

0-966 

Professional 

01l7 

0*160 

Public Health 



Stamp Duties & Fees 

0827 

0*870 

Medical, Lepers & 



Income Tax 

6-408 

6*622 

Mental Disorders ... 

0-786 

0-932 

Excess Profits Tax ... 

0027 

.. 

Lands and Agriculture 

1-672 

1-473 


9 Official Year Btxik, Commonwealth of Australia, 1928, pages 998-999. The 
state taxes, it may be added, include Probate and Succession Doties, Land 
Revenue and Income Tax, License Duties, Stamp Duties and Miscellaneous. 

10 The Budgets for Ihc two years have been compiled from two different? 
sources, the former from an earlier Year Book of the Union, the latter from the 
Statesman’s Year BtK)k for 1928. Hence the slightly different grouping and 
combination adopted above. 
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Hcvenue Items 

Amount in Mil- 

Expenditure 

Amount in 


lion £ 


Million £ 


1923-24 

1927-28 


1928-24 1927-28 

Kstato and Succession 






Duty 

0*441 

0*650 

Mines and Industries 

0-880 

0-891 

Native Taxes 

0*898 

0900 

Public Works 

0 766 

0-988 

lass Fees 

0 037 

0060 







Posts, Telegraphs and 



Land Revenue 

0173 

0*180 

Telephones 

2*734 

2-981 

B’orest Rev 

0*077 

0 090 

Native Affairs 

0-360 

0-340 

Rents of Govt, Pro- 



Miscellaneous 

0*129 

0176 

perty 

0*186 

0*210 




Interest 

1*068 

1*550 

Unemployment Ex- 






penditure 

0-128 

0-280 

Departmental 






Receipts 

0*681 

0-700 

Public Debt 

3*962 

4-668 

Fines and Forfeitures 

0-266 

0*260 

Total Ordinary 

19*720 

22*137 

Miscellaneous 

0*245 

0-806 








1024-25 

1926-27 

Postal & Telegraph & 



Subsidies to Provin- 



Telephone 

3* 179 

3*679 

cial Oorts. 

4*420 

6*511 




Interest on Capital 




24*252 


of Railways and 






Harbours 

4*944 

5*474 


Interest on Rlys. and ! 

Harbours Loan ! 

Capital 4‘682 *4B3 | 

Total ... 28-886 27-488 \ 

Prior to 1913-14, the expenditure of the Provincial Govein- 
men! wa.s entirely met l)y grants from tlie Federal Government, 
even as the Indian Provinces before 1870 used to receive similar 
grants from the Government of India. Since then vaiions Finaii- 
cial Relations Acts have been passed by the Union Parliament, 
defining the conditions under which subsidies are granted to the 
Provinces assigning to them certain revenues, and defining their 
powers of provincial taxation. Under Act 40 of 1926, this subsidy 
is based on the number of school pupils. Certain revenues collect- 
ed by the Union are assigned to the Provinces, and special grants 
made to the two smaller provinces. The aggregate provincial 
revenues amount to over ,f 10 million ; and the sources of provincial 
taxation comprise License fees and local dues. 
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In the Dominipn of Canaria, where also the poAvers of the 
constitutional provinces are in consideration, the Budget is as 
follows : — 


Revenue 1926-27 


t 


Customs ... 

141,968,678 

Excise 

48.613,160 

Public Works includ- 


ing Canals 

1,601.635 

Post Oflice... 

29,069,169 

War T«x Revenue 

166.167,434 

Various 

21,476,700 

Total 

398.696,776 


Bxi)endiiure 1928 

$ 

Rublio Debt including 
Sinking Funds .. 131,697,811 

Charges of Manage- 
ment ... 917,060 

Civil Government 11,827,027 

Administration of Jus- 
tice ... ... 2,966,200 

Royal Canadian Mount- 
ed Police ... 2,049,333 

Penitentiaries ... 1,762,962 

Legislation ... 2,352,106 

Agriculture ... 6,440,500 

Health ... ... 748,800 

Immigration & Coloni- 
sation .. ... 3,080,000 

Pensions ... ... 38,377,262 

Superannuation ... 1,471,600 

National Defence ... 15,914,462 

Railways and Canals 
chargeable to income; 

Mail subsid ies and 

steamship subven- 
tions ... ... 804,675 

Ocean and River Ser- 
vice ... ... 3,641,840 

Lighthouse and Coast 
Service ... ... 2,878,120 

Scientific Institutions 996,670 

Steamboat Inspection 134,610 

Fisheries ... ... 1,676,000 

Subsidies to Provinces 12,616,740 

Mines and Geological 
Survey ... ... 604,400 

Indians ... ... 8,981,674 

Govt, of North-West 
Territories ... 416,000 

Govt, of Yukon Terri- 
tory ... ... 180,000 

Public Printing and 

Stationery ... 183,600 

Dominion Lands and 
Parks .. ... 4,080.022 


11 Official Year Book : Union of South Africa, pages 754*765. 
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Reveulu* 


Expend ituri; 

1928 

Soldiers’ Land Settle- 

§ 

ment 

3,376,000 

Soldiers’ OivU Re-esta- 

blishmeiit 

7,180,600 

Miscellaneous 

3,697,393 

National Revenue 

11,308,301 

Railways and Canal 
chargeable to oollec- 

tion of revenue 

3,403,487 

Public Works charge- 


able to collection of 

revenue 

1,008,830 

Public Works charge- 

able to income 

13,563,878 

Post Office 

81,849,069 

Trade and Commerce 

3,901,260 

Labour 

1,404,000 

Total Cousolid a t e d 

Funds 

330,647,096 

Railways & Canals 

Capital ... 

19,680,608 

Public Works Capital 

2,090,000 

Marine Department ... 

1,721,780 

Total Capital 

33,492.388 

Total 

364,039,413 

Adjustment of W a r 

Claims ... 

220,000 

Grand Total 

364,369,418 


Provincial Ordinary Revenue*^ and Expenditures 


Province 

Bevenue 

Kxpenditiure 


$ 

$ 

Alberta 

11,913,138 

11,894,328 

British Columbia 

30,608,673 

18.330,626 

Manitoba 

10,683,637 

10,431,662 

New Brunswick 

4,206,853 

4,078,776 

Nova Scotia ... 

4,467,484 

6,969,644 

Ontario ... .4. 

60,841,043 

61,261.781 

Quebec 

37,206,836 

26,401,481 

Prince Edward Island 

833.662 

786,114 

Saskatchewan 

18,817,898 

18.213,488 

n\>tal 

143,976.001 

148,236,783 
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Provincial Governments in Canada are in tlie position of liaving, 
under section 118 of the British Noith Ainerica Act, 1867 (30 and 
31 Viet,, 0.3), and the British North America. Act, 1007 (7 Edw. 
VII, c.ll), a considerable assiiied incx>nie paid to them in subsidies 
from the Dominion Trea-sury. In addition, through their reten- 
tion of ownership of their lands, minerals and other natural re- 
sources, the provinces, which by the vohuitary action of their 
previously existing government entered Confederation, raise con- 
siderable revenues through land sales, sales of timber, mining 
royalties, leases of water-powers, etc., w^hile the prairie province 
receives from the Donjinion special grants in lieu of land revenues. 

Further, under section 92 of the British North Ameiica Act, 
1867, Provincial I/egislatuies are given authority to impose direct 
taxation within the province for provincial purposes, and to borrow 
money on the sole credit of the province. From the commence- 
ment of the twentieth century, the Canadian public began to 
demand increased services from the Government, particularly along 
the lines of education, sanitation, public ownership, and operation 
of public utilities. The performance of these functions necessitated 
increased revenues, which had in the main to be raised by taxa- 
tion. Among the chief methods of taxation to be employed has been 
the taxation of corporations’ succession dxities. Prominent among 
the objects of increased expenditure in this same period are educa- 
tion, public building's, public works and enterprise and choi'ities, 
hospitals and corrections. 1‘rovincial Government is cheaper per 
hefid ill the Ifiissez foire eastern provinces. 


3. GUIDING PRINCIPI.E8 OF FEDERAI> FINANCE 

DEDUCED 

To this somewhat lengthy review of the actual conditions of 
the federal finance in the most considerable Federations of the 
world, we might add the example of the United Socialist Sovietqtie 
Itepublic of Russia in the East, and of Brayiil, in the West, But 
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they all serve to bring out and confirm the following baBio prin- 
ciples of federal finance. 

Federations are, in their natuie, the creation of an urge to 
safeguard, among cognate peoples in close neighbourhood of one 
another, the political and material interests of the nation thus 
brought into existence. The powers and resources placed at the 
disposal of this new compound or Federal State, vary with the 
degree of this urge to unite — ^according to the nature and extent 
of the danger against which it is sought to provide by means of 
the TTnion. Whenever the Federal State is the result of a volun- 
tary compact between the constituent states for the purpose — as 
is but too often the t^ase — these powers and resources ai^ entrusted 
to the TTnion or Federal Government at the expense of its consti- 
tuents. This factor alone must be held to explain the variation in 
the exact shade of strength vesting in the several fe<lerations. 
Economic considerations of national development have been exert- 
ing an ever-increasing pull in the last half century and more; so 
that the federal organisations of the later period have been framed 
with a view to assure sufficient jiower and resources in the uniting 
states to effect the end in view. Thus to take but one example, 
almost invariably the Customs revenue has been left in all federa- 
tions to the Central Federal authority. The motive for this arrange- 
ment may have been the dread of the combining states to entrust 
too great and too direct an authority over their own citizens to the 
new state. 

The vicissitudes of history and the changes of public opinion on 
the matter have wrought another change in this particular 
instance, which is all the more surprising because nobody seems 
to have yet noticed it in all its intensity. The Customs revenue 
was originally entrusted to the Federal authority, in order to 
enable the latter to have a substantia)! source of ife own income. 
Since the latter half of the nineteenth century, however, ’Ghe main 
purpose of the Customs duties seems not so much to raise an ade* 
quate revenue for the Federal Government; but rather by its 
means to accomplish an intensive industrial development of the 
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cQimtry, without which the country would be a helpless prey to 
its foreign competitors. It may be that the industrial conditions 
of the several constituent states of a federation might be such as 
to be in permanent antagonism mutually ; in which case the power 
to manipulate the Customs revenue so as to aifford the most effec- 
tive protection to the country’s industry may cause the acutest 
party divisions among the politicians. That hitherto the financial 
history of the leading federations has not disclosed any such 
irreconcilable cleavage of interests among the constituent mem- 
bers of these countries, is evidence, not of there being no such 
difficulty in reality ; hut rather of the immense leeway to be re- 
covered by this means wliich would trench upon no ahso^lutely 
irreconcilable interests, if only the Cnstoins tariff were scientifically 
devised. 

Customs revenue, however, even when it was imtreasingly 
given a protectionist com|)lexion, did not cease to lie productive 
at the same time. In. the most rigidly protectionist countries, the 
Customs revenue is a most handsome source of the federal revenue. 
It is supplemented in many cases by Excise duties on home pro- 
ducts, either for ptirely revenue reasons, or ev€>n for reasons of 
a social nature. In either case, the feMleral authority is general- 
ly considered to be the most competent to achieve the end in view, 
even if it be not left exclusively in charge of the Excise revenue. 

Where, however, either Customs or Excise revenue is, for 
whatever reasons, a decadent source, the problem of federal 
ff nance becomes veiy much complicated. Fees and fines and for- 
feitures — even in so far as they are left in charge of the Centlral 
authority — are never an adequate substitute for either of these 
sources. And if the urge of national development, and more 
active or positive Social reform remains strong and persistent 
as ever, alternatives would have to be devised, to make up the 
deficit. Hence the incursion into direct taxation of income and 
property, which seems to be a growing feature of our age. The 
encroachment of the Central Federal Governments on these state 
sources of revenue has rendered necessary specific Federal subsid- 
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ies to the states without which the latter cannot carry on the 
duties imposed on them. 

Two unexpected — and rather intricate — consequences of this 
development may also be noted in this connection. While the 
Federal poweis of levying direct taxation are growing, the states 
have not yet surrendered all their original rights in this regard. 
If the United States Government levy since 1913, direct taxes 
on income, — the states likewise use the General Property Tax, 
and sux>plement it by a number of other simiiai* taxes. Else- 
where, the subsidies jiaid by the Federation to its constituent 
states, are in intent and purpose in compensation for the sacrifice 
by the states tor their right to levy direct taxes on their own 
citizens. There thus comes into existence a margin of debatable 
ground where both the Federal and the State authorities may be 
simultaneously taxing the same income or property. The problem 
of avoiding Double Taxation has ai^wsumed, in recent years, inter- 
national dimensions, but, quite apart fmm that, in almost every 
federation this problem has an import cvnce all its own. 

Apart from questions of taxation and lax-receipts, the 
problem of Federal finance has to consider another complication 
in the shape of the revenues from f)ublic property and enterj>rise. 
Public property, in the shape of the landed domain, is, in all 
new countries, a common revenue-yielding asset, but usually in 
the hands of the constituent states. Eevenue is raised from land 
in a variety of ways. The 8ta.te ownership of land is effective 
in 111601*5% and used only for jnirposes of levying high Death 
duties or Land Increment Value taxes. Forest domain, similarly, 
is a rule within the iunsdiction of the constituent states. 
Its immense possibilities for productive jiurposes have yet hardly 
been realised. On the other hand coastal and deep sea fisheries 
are a reserved subject for the Federal Government, though the 
subject is used rather for taxation than as a kind of public enter- 
prise for earning a profit for the State. Means of transportation 
and communication — ^railways and tramways, canals and navigable 
rivers, posts, telegraphs and telephones — also form largely part 
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of the public enterprise, mostly federal in the larger units which 
have necessarily an inter-provincial scope. The ideas, however, 
which govern the revenue from such sources are so varied and 
conflicting that we can hardly say that they are earning assets 
invariably. Taken collectively they are ; but taking each unit 
by itself, the service expected from such units is so considerable 
and is rendered so efleciually, that the idea of a pecuniary profit 
from its operation is entirely subordinated. The gain is indirect, 
though by no means insignificant ; and both the constituent 
states and the federation, — in each case — benefit. 

Public enterprise, — industrial, agricultural, or (jommercial, — 
has yet to be proi)erly api)rociated as a means of procuring a 
real surplus of wealth for the State. While a tax is necessarily 
a deduction from private wealth, confiscated for public benefit, 
the profits of public euler|)riso are a direct gain to the community, 
— a net addition to the iotal wealth, whether or not it takes a 
tangible or monetary form. In fishing as in mining, in land as 
in industry, in banking as in tramsporl, there is a handsome scope 
for such suiplus; but the existence of private interests makes 
the problem eomplic*ated by the question of tlie modus operandi 
for socialisation. 

For a Federal Government, the advisability of resorting to 
Xirofitable enterprise cannot be overemphasised. Not only in all 
federations, as in all niodera countries, is the scope of state 
activity very much enlarged, involving, in consequence, ever- 
expanding resources ; but the incessant and inevitable bickering 
between State and Federal authoiities iii regard to problems of 
double or overlapping taxation, make it imperative that new 
sources of Federal and State revenue be devised, whi(di, even 
though not absolutely exclusive, would be sufficiently distinct 
and productive. Such soiiroes, least burdensome to the citizens 
at large, are found most effectively in an extension of the Public 
Domain, — giving to each component jiart of a federation adequate, 
independent, equitable and economic sources of revenue. The 
dividing line between the states and the federal enterprise may 
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be found in the not very difticult test as to whether or not a given 
enterprise is fixed and local in its character — e.g,, agricultural 
land or forests, or whether it is necessarily inter-provincial or 
coterminous with the Federation. The former must be assigned 
to the constituent states, the latter to the Federation. As a fur- 
ther guarantee against needless overlapping, the principle of 
exempting from taxation any part of the public property or 
domain of any unit at the hands of another, federal local must 
l)€ universally adopted. 

The distinctive mark of public finance is the relatively 
greater decisive imi)ortance of the expenditure side as contrasted 
with the revenue. And yet we have hitherto dealt, at dis- 
proportionate length to all appearance, with the revenue side of 
Federal finance. The explanation lies in the fact that the very 
insistence on revenue is with a view to indicate the increasing 
force of growing expenditure, both of the constituent states and 
of the federation. The old function of public defence, entrusted 
almost universally to the Federal Government, is rapidly falling 
into the secx)nd class, in comparison with the new dev€»loi)mental 
duties laid down on niodein states by themselves. The monies 
needed for meeting with these obligations are seldo-ra provided 
entirelj^ the current revenues. liecourse has, therefore, io 
be had to borrowing; and the interest payment on these loans, 
together with piovision by w^ay of sinking fund, make no in- 
considerable proi>ortion of the expenditure of modern federal 
states. Not all the monies obtained by modern states from 
borrowing are sjient on productive objects. Social Services on 
a very cvonsiderable scale are generally mot fix>m tax-revenues, 
as the return from these services to the state or the community 
is in a form impossible to compute in tenns of money. Both the 
Federation and the Combined States have such services assigned 
to them under the Constitutlan or by special convention. And, 
though here, too, there is no exclusive division of functions aa 
between the States and the Federation, the line of division is 
much clearer and more firmly marked than in the case of the 
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revenues, iiducatian in the eaiiier stages^ local sanitation, jiublic 
health, leliel* of destitution are among the most considerable of 
these purely local functions ; while social and industrial insurance, 
old age pensions, unemployment benefit, general maintenance of 
law and order belong as a rule to the Federal Gk)vernment. Fur- 
ther expansion — when accomplished — is distributed as between 
the component states and the Fedeiution, according to the natme 
of the service and the requirements of its main beneficiaries. 

Allusion has been made already to the occasion for and the 
use of public borrowing for the discharge of those functions 
w’hich cannot be covered by the recurrent revenues. The power 
to borrow monies, on the se(;urity of the general credit of the 
vState, or in rare cases of any sj^ecific assets, is too i^recious a 
mark of autonomy to be relinquished easily, even when indepen- 
dent states voluntarily combine to form a federation. In all 
federations, therefore, which are the creations of a special pact, 
the use of the public credit belongs to the constituent states as 
well as to the Federal Government, — at least in theory. In 
practice, however, the fact that the states borrow in the same 
money market as the Federation, and for subjects much less 
productive than those for which the Federation has to boi’iow — 
militates gravely against the constituents of the Federation, and 
even at times against the Federation itself. While, therefore, 
the power to borrow and to pledge any specific assets at the 
disposal of these states is allowed to rest with the states in 
theory, in practice arrangements have been made in more than 
one federation for the public debt of the entire federation to be 
managed by the Central authority. In India, though the provinces 
are theoretically free to borrow on their own credit, in practice 
the Central Government borrows for all. This analogy obtains 
in the British Dominions. The Kmx>pean and American models — 
United States, Germany, Switzerland — show a continuance in 
practice of the states’ right to lx>rrow for state development 
purposes. This additional complication of the rights and duties 
of local governing bodies like municipalities — ^as against the 
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states or provinces and the federation — has been deliberately 
ignored, while discussing the revenues iOid expenditures of the 
states and their federations — not because the coniplication did 
not exist, but because, if disregarded, it would not essentially 
affect the main argument. 

Connected, by analogy as well as on account of some recent 
practices, with the foiegoing, is the quevstion of the federal cur- 
rency and of the monetary system in general Coinage and Currency 
aJ*e, — with the possible exception of Switzerland — a federal subject, 
including the necessary control over Banking. The connection 
between the control and manipulation of the currency (or 
monetary) system in a, modem state, and over the general credit 
within that state, need not be elaborated here. When the use of 
this control and influence is equitable as between the several 
states, or the various economic interests, no objection can be 
taken to the arrangements. Ceases, however, do occur, — and more 
can be imagined, — in w^hich the central authoiity might justly be 
suspected of inequitable dealings through its control over the 
currency and the credit system of ihe community. The remedy 
lies in such legislation, tor the exendse of this power, as woidd 
ensure an automatically adequate as well as equitable distribution 
among the several com])onents of and interests in a federation. 
Any pecuniary profit derived from this source ought to be equitab- 
ly shared among the Federation and its constituents. 

A word in conclusion about the general supervision of the 
financial administration in the Federal State, and the audit of 
its several sefs of public accounts. Federations being as a rule 
democratic structures, with well-ordained bodies of popular 
representatives, we need not dwell at length upon the budgetary 
forms and procedure, intended to inculcate economy and enforce 
responsibility upon those charged with the actual administration. 
But the fact must l>e noted that the mere volume of the work 
commonly coming before the representative legislatures of modern 
federations prevents its exercising its powers of effective super- 
vision over administration in details. The personnel of legislature 



FEDERAL FINANCE IN INDIA 


293 


is seldom such as to provide the knowledge, energy and acumen 
necessary for the efi'ectual exercise of this power. In the case of 
the individual states, the volume of the work before the legisla- 
ture is limited; but wheihei* because of the better talents of all 
the provinces being attracted by the more extensive scope of the 
federal legislature, or for any other reason, the fact remains that 
in many cases the supervision over the financial administration 
of the constituent states is only nominal. The power of the 
legislature, however, cannot and must not be taken away. But, 
in the best interests of public economy, it would perhaps not be 
unwise to have an independent audit of the puldic accounts in 
each state, over and alwve the audit arrangements of the state 
itself. The outside audit, j)referably by federal officers, and 
under a common code of audit regulations, would not only provide 
a valuable impartial check by a. competent body; it will se(nire 
that tallying of the outlays made with benefit gained or service 
received, which generally escapes the eye of the local or depart- 
mental auditor. 

The problem of public finance has here been treated, strict- 
ly apart from the case of India, and only so as to ascertain from, 
actual experience the salient features and guiding principles. 
The problem in India will have to be solved in the light of these. 
But India has her own peculiarities, not only because of the history 
and tradition which have brought about the existing position as 
between the Bfidtish provinces and the Indian Government, but 
also because of the existence of the Indian States. These latter 
are neither equal among themselves, nor comparable with the 
British provinces as units of a common federation. Their consti- 
tution is different, and their relations with the rest of India are 
governed by Treaties and engagements of an infinite variety. 
And yet they are integral parts of the eountry. No solution of 
the problem of Indian Finance could be satisfactory which ignores 
these peeuHariiies, or fails to harmonise them all in a consistent 
whole. 
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1, PRINCIPLES OF LOCAL FINANCE 

Seligman has drawn pointed attention to the two regulating 
principlen of pnhlie income, viz., payment of taxes according to 
ability, and payment of taxes in pro])ortion to benefit received or 
cost incuiTed. He has also defined the proper spheres of the two 
principles in the general jilan of public finance. He says, while 
the obligation of the citizen to (‘ontribute to the general burdens 
should be regulated by ihe principle of faculty or ability, it is 
eminently proper that, in the case of the lo<^al bodies more atten- 
tion should be paid to the principle of benefit. The canons 
enunciated by Seligman no doubt point to the solution of the 
fundamental problem of the relations between the central and 
subordinate branches of Government, viz., how the burdens of 
finance and administration can be best apportioned among the 
various spheres of Government. But the principles are only of 
limited application, because between seiwices rendered by the 
local authorities the direct benefit of which can be individual- 
ised and measured, e.g., gas and water supply, and services of 
national importance rendered by the central administration the 
benefits of which cannot be localised and the payments for which 

1 Vide Beligman, Essays in Taxation, page 478» 
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mast come from tlio national revenues collected in accordance 
with the principle of ability to pay, e.g., security and justice, 
there are very many cases of local as well as national expenditure 
in which faculty and benefit, general interest and special advantage 
are mixed in dilierent proportions and so intermingled that a simple 
and uniform mathematical exx)ression of the relation cannot be 
stmck. An analysis of the European system of local finance yields 
three categories of local income: (1) Contributions compulsorily 
obtained from i)ers()ns of property who derive special benefit 
from the jfCtblic outlay as the construction of a highway or a rail- 
I'oad ; (2) Fees or payments made by particular individuals who 
derive particular advantages from the expenditure of local authori- 
ties as, for exami)le, market tolls, slaughter-house dues, water- 
sujjply charges ; and (3) Taxes, direct or indirect, real and personal, 
levied ijrincipally for the performance in the localities of services 
of national interest and importance. The ihi’eo soui’ces of local 
income are set forth in the order of the stress laid upon them by 
European practice. It will be seen that taxation comes last and 
is resorted to when the other methods are tried and found in- 
sufficient. Even if, as is usual, taxation is necessary, a distinc- 
tion is made between the various alternatives offered. Thus the 
Prussian law of 1893 instructs the authority to levy the taxes 
first of all on land and building, then on trade on the principle 
of direct benefit and lastly on income as the measure of general 
ability. 

The English local authorities on the other hand depend al- 
most entirely on the rates, i.e., charges levied on the annual rental 
value of all kinds of immovable property. And what is even more 
characteristic of England, all the local authorities — counties, 
county boroughs, rifral and urban councils, the Poor liaw 
Authorities — practically get their revenue by the method of the 
rates. 2 Says Oannan, “ Almost all the money raised by English 


2 Vide Wright and Hobhoiise, Xiocal Government and Local Taxation in 
England and Wales, page 177. 
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local taxation at present is raised either by means of the poor rate 
or by means of other rates, which, though they have names of 
their own, are in reality nothing but additions to the poor rate/’^ 
The pressure on the rates, however, is relieved in gi*eat part by the 
gmntvS-in-aid of local expenditure and under the Cliurchillian 
finance the whole machinery of rates and grants is being over- 
hauled, so that the pressure on these two main sources of 
local income will be more or less e<pialised and equitably 
distributed. 

In India, due primarily to historical conditions and political 
ciitiumstances, power w^as concentrated in the hands of the Central 
Government and the local lyodies became what the Seal Eeport on 
Mysore Constitutional Reforms says, “ the paralytic lower limbs 
of the administration/’ A reaction has now set in in the opposite 
direction and there is a devolution of powers from the centre to 
the circumference, fnun the larger to the lesser units. Thus in 
the rural tracts of India, the first unit to be created in tlie pro- 
cess of devolution was the district board. But the unit was un- 
wieldy and tailed to generate a real spirit of local administration 
which caters to the needs of all paints of the unit irrespective of 
distance from the headquarters or of importance to the district 
exchequer. Some of the power and resources of the district boards 
were thus transferred to tailuk bcjards which in their turn produced 
their own difliculty. On the one hand they suffered from inade^ 
quate funds and insufficient work and on the other they did not 
reach down to the real foundation of Indian body politic, viz., 
the village. During the last few years Panchayet Acts have been 
passed in the Punjab, the United Provinces, Central Provinces, 
Bengal, Bombay, Madras and Mysore. The Villa^ Panchayets 
have been given certain powers of taxation, entrusted with cer- 
tain duties connected "with rural welfare and in some provinces 
are endowed with jurisdiction in petty civil and criminal 
cases. 


3 Cannan, History of Local Bates, page 2. 
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The devolution of power from the (Central Government to 
the regional authority and thence to the village body has not 
been accompanied by a systematic? adjustment of the fiscal rda- 
tions and a proper distribution of the fiscal powers between the 
various jurisdictions. Hence the tiixatioii of land still persists 
in being not. lo(?al but provincial, grants from the State Treasury 
assigned to local authority sc.ai‘(?ely make- any impression on local 
finance, and additions to State Income Tax by which a large pro- 
portion of revenue is obtained by the French apd German local 
bodies are under the present conditions of the income-tax in India 
hardly a matter of practical politi(?s. In other words, the prin- 
ciples of ability and benefit are not so clearly marked off in the 
operations of national and local finance as may be demanded 
from the point of view of the efficiency of the services and equity 
in the distribution of tlie burdens. 


2 . FUNCTIONS AND DITTIES OF THE PANCHAYETS 

Tlie Yillage Panchayets, rural republics as Sir Thomas 
Munro called them, were a conspieuouvs feature of India before 
advent of the British. They enjoyed more or less complete autp- 
noTuy and administered the affairs of the villjage with efficiency. 
The village communities contained within themselves all the ele- 
ments of a State and while kings fought and died, empires waxed 
and weaned, the village life continued along much the same lines 
generation after generation. Tlie amazing vitality and cohesive 
power of the villages stood out in marked contrast in a country swept 
over as it was by invasions and torn by internecine warfare. As 
recently as 1830, Sir Charles Matcalf wrote of the village coju- 
munities, little republics, having nearly everything they want 
within themselves and almost independent of outside reilations. 
They seem to last where nothing else lasts/’ Under the British 
rule, with itvs uniformity and centraDsation in civil and criminal 
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justice, in revenue administration, communications, and police 
org-anisation, the village lost its integrity as well as its autonomy 
and sank to the position of a unit of administration for revenue 
purposes. The British Government once it had fully established 
the machinery of central administration cast about for an instru- 
ment of local administration and found it in the survival of the 
Village Panchayets. In his historic despatch on the Peforms in 
1908 Ix)rd Morley dealing specifically with the question of Vil- 
lage Panchayets .observed, that the village in India, generally, is 
the fundamental and indestructible unit of the social system, sur- 
viving the downfall of dynasty after dynasty. He desired the 
Government of India to consider the best way of carrying out tbe 
policy that would make the village a starting point of public life. 
The Decentralisation Commission of 1909 urged strongly the de- 
sirability of the Village Panchayets for the administration of 
local affairs. To quote from their Peport, ‘‘ We are of opinion that 
the foundation of any stable edifice wliicli shall associate the 
people with administration must be the village, as l>eing an area 
of greater antiquity than administrative creations, such as tahsils, 
and one in which the people are known to one another and have 
interests which converge on definite and well-recognised objects 
like water-supply and drainage. It is probable indeed that the 
scant effort hitherto made to introduce a system of rurail self- 
government is largely due to the fact that we have not built up 
from the bottom.''^ 

That there should be a local authority in every village to 
look after the group of services which are best administered by a 
body representative of, and responsible to, the inhabitants is a 
self-evident proposition. In Europe every commune has its com- 
munal council and in England every parish has its parish meet- 
ing. In fact no State can function properly unless it can depend 
on an organ of Local Government for the administration of those 


« Vide Beport of the Eoyal CommisBion on Becentraliaation, paragraph 609. 
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of its services which can be most efficiently provided by authorities 
on the spot. The Panchayet will do for the Local Government in 
India what the commune and the parish do for*the Local Govern- 
ment ill English counties. The new Panchayet will differ from 
the old ijattern in so far as modern conditions of life differ from 
those of old. For instance, the sanctions by which the Panchayets 
and its committees compelled obedience, were largely religious 
and social. These sanctions are now largely broken down under 
the reign of law which is no resiiecter of castes and customs. In- 
dividualism lias iienetrated the life of the rural society and it has 
become difficull to moliilise the village peojile for common action 
to secure common welfare. The problem therefore is to revive 
the Panchayet not in its pristine simplicity and with its religious 
sanction, but to reform and reconstrind it to suit tlie changing 
conditions of rural life and the temper of the times. What is 
really needed is the establishment of an authority in each village 
consti tilled in accordance with the principles and practice of 
modern democracy and e(]uipped with legal functions for enforc- 
ing its will in matters affecting the wel.fare of the rural 

cominuTiily. In a country like India where the nation 

lives in villages, village building is a sinr qua non of 
nation building. 

As one scans the Pancbayet Acts of the various inovinces one 
gets the impression that to the powers and duties, functions and 
responsibilities of the village bodies there is no end. A large 
number of the duties are specifically mentioned in the Acts, while 

power is given to the Panchayets to add to them with the consent 

of the higffier authority, and power is also given to the higher 
authorities to transfer some of thoir responsibilities and delegate 
some of their functions to the Panchayets. The duties and 
responsibilities of the village bodies in the various provinces are 
similar. They include the prevservation and improvement of 
public health, sanitation, conservancy and the prevention and 
abatement of nuisances, the supply of water for domestic use, 
the cleansing of the public places in the village such as drains, 
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taiiks^ wells aiid roads, the control of ^razin^ lands, the mana^e*^ 
meat and maintenance of cattle i)oiiudri, construction, niaintenanoe 
and repair of minor roads, drain.s and bridges, lighting of the 
village, the maintenance and I'egiilation of the \xse of public 
buildings vested in the Paiichayels, and the supervision of the 
village school. In addition to this formidable list of duties a 
Pancliayet may uiideitake other works of public utility calculated 
to inomote (he .safety, health, comfort or convenience of the 
villagers w]}ile the Ijocal Government or the Local Board may 
authorise any Punchavet by a general or special order to exercise 
any fiinctions and perform any duties other than those already 
specified. i 

In IK) Panchayet Act are the duties arnl functions of the 
village bodies set forth with such fulness and precision as in the 
Mysore Act. The duties of the Panchayels are divided into three 
categories. In the first place there are oblig^atory duties, twelve 
in number, costly to discharge and severe in their incidence. 
Secondly, there are discretionary duties such as jirovision of 
facilities for travellers, relief of the poor and the sick, control of 
cattle-stands and grazing groiuids and the development of educa- 
tion, agriculture, co-gperatioii, the rural industries and trade, 
duties wlifcli will entail considerable outlay and may involve the 
Pancliayet in commitments far beyond their resources. In the 
third place there are deleg'ated duties, that is to say, duties 
transferred to the Panchayels by the Government. They include 
manugemeut and prohibition of village forests, discharge of the 
function under the Tank Pancliayet Eegulation of 1911 , main- 
tenaiK^e and control of instituiioiis and works, supervision in 
village schools and management of minor Muzrai institutions. 
The Panchayet has also powei' to lay out new roads, constinict new 
buildings and improve waterways, and construct, repair and 
cleanse tanks. These again are functions which will tax the 
resources of the most prosperous village Panehayeis and when 
undertaken light-heartedly may threaten the equilibrium of the 
Panchayet Budget* 
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3. riNAN(;IAl. IM^lSonBCES AND TAXING POWERS 
i)Y THE PANCDAYEIS 

The Paiielia vets in Mysoie as well as elsewliere are cliarged 
with heavy res]>oiisil)ilities, some of whieh are obli;L;'atorv and 
others optional. The Provincial GoverniTien ts have aLso endowed 
the villag’e Ixxlies with vast powers and potentialities. The 
question naturally arises whethei* the financial resources placed 
at the disposal of the Paiichayets are aiiequate and commensurate 
with a i)roper discharge of the duties and responsibilities. For 
an answer to the question, one has to g’o to the Panchayet Acts 
and examine the heads of tax and uori-tax revenue assigned to or 
availal)le to the village bo.dies and estimatt' the productivity of 
all the items of revenue. The non-tax revenue includes items 
like contributions fioin Local Boards and Provirudal Governinerit, 
receipts from communal income, e.g., sale of cattle droppings and 
tea produce and velal grass, fines levied by Magistrates and 
Panchayet courts, voluntary labour (‘oiitiibiition such as that 
required for the removal of prickly i)ear, construction of schools 
and repair to roads and donation from private i)Cison8. As 
regards taxation powers, the Acts do not proceed on a common 
plan. The Bombay Act makes it oblig’^atory for the Panchayet 
to levy a house-tax and also endows them with powei B of additional 
taxation on owners and occupiers of houses or lands within the 
village and further empowers them to impose an octroi. In Madras 
option is given to the Paiichayets to choose any tax or taxes out 
of many which are specified. Discretion is also given to them 
to submit iiroposals for any other tax or fee which it may find 
to be convenient or suitable to the village community for the 
approval of the Local Government. The Bengal Act compels the 
Union Board to impose yearly on the owners or occupiers of 
dwellings within the Union a rate amounting to a sum I’equired 
to meet the expenses of the Board in carrying out all the purposes 
of the Act. The rate should be an assessment according to the 
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circumstances and property within the Union of the persons, 
provided that the amount assessed upon any person in any one 
year shall not be more than Es. 84* The Panchayet Act of Mysore 
lays down that every Panchayet shall levy a tax on all houses, 
shops or places of trade or business, vacant sites, hittals and carts 
in the villag'e or villag:es within its jurisdiction, subject to a 
maximum to be prescribed by the Government. The Act also 
empowers the Pauchayets to levy with the sanction of the 
Government any tax, cess, rate, license or fee for the discharg^e of 
any of the duties imposed upon it, provided that the payment of the 
ci large can lie commuted into a contribution of labour not 
exceeding 18 days at the option of the person concerned. 

A controversy has raged round the question whether the 
powers of taxation conferred on the Panchayets should be 
l>ermissive or obligatory. The Madras Act gives the option to the 
Panchayets to choose any tax or Uixes out of many which aie 
specified. The list is illustrative rather than exhaustive, for the 
Act allows a Panchayet to submit proposals for any tax in 
addition to those specified for the approval of the Government, 
who may sanction its levy in the village. The Bombay Act on 
the other hand lays down that, in every village a house t^x shall 
be levied, and that a Panchayet may in addition levy any tax 
upon the owners or occupiers of houses or lands within the limits 
of the village. The Mysore Act follows the example of Bombay 
and compels every Panchayet to levy a tax on all houses, shops, 
places of trade and business, vacant sites, hittals and carts subject 
to the maximum prescribed by the Government. The Act further 
empoweis the Panchayet to levy with the previous sanction of 
the Government any other tax provided that the tax-payer is given 
the choice to commute the payment into a contribution of labour 
not exceeding 18 days. Thus the practice differs from province 
to province. The advocates of permissive taxation take their 
stand on the recommendation of the Decentralisation Commission 
which was embodied in a Eesolution by the Government of Ldrdi 
Hardinge and finally endorsed by Mr. Montagu and Lord 
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Cbe*linsford in their Report on Indian Constitutional Reforms. To 
quote from Ix)rd Hardinge^s despatch, Powers of permissive 
taxation may be conferred on Panchayets, where desired, subject 
to the control of the Ijocal Government or Administration, but 
the development of the Panchayet system should not be prejudiced 
by an exc*essive association with taxation.” The g’eneral argument 
for optional taxation i)ro( eeds on the assumption that the success 
.of the Panchayet is imi)erilled by the comi)iilsory levy of a house 
tax. 8elf-g*overnment in the x>5‘«vince as well as in the villagfe 
no doubt connotes self-taxation, bxit it does not mean that self- 
government involves the obligation of raising* taxation by a 
jiarticular mode. That the Panchayets can be worked with a 
large measure of su<‘cess on the xHinciide of oi)tionul taxation is 
1)01 ne out by the experience of Madras. The Registrar-General 
of Panchayets in his Report for 192()-27 writes, “ There is little 
to be added to the statements made in my last review as regards 
tile levy of taxes and fees in Panchayet areas. Each additional 
year of experience in the work 1 am in charge of has only served 
to fortify the faith that I have in the readiness of our i:ieople in 
the rural areas to iucui' reasonable sacrifice if it is needed for 
sul>8erving the common welfare and to furnish fresh evidence in 
siipjiort of my conviction stated in my review for 1924-25, namely, 
that it is not difficult to persuade villagers to tax themselves, 
provided it is made clear to them — (a) that the money raised will 
be spent in the village; (b) that they will be left free to choose 
the fonn and rate of taxation subject to reasonable control ; and 
(c) that they will not be called nimn to pay out of such taxes for 
services which the Government or the liocal Boards are now bound 
to find money for,”^ But the Panchayet scheme is worked in a 
relatively small number of villages in Madras, those in which 
its success could be more easily anticipated, and the testimony of 
the Registrar-General may not apply to a province where the 


S Vide Annual Beview of the Working of th^ Papchayets in Madraa, 1998 27, 
Sec. 89. 
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Panchayet system is applied to every village without ©xceptiou. 
The Bombay Committee apjioiiited in 1926 to examine the queetioii 
of the future of the Village Panchayeis derided that the house-tax 
should lie imi^osed by all Panchayets.^ Compulsory taxation has 
many points in its favour. The statutoiy obligation helps the 
villages in the sense that as soon as th(?y raise certain funds they 
will be free to take some responsibility upon themselves. Where 
no tax is collected, it is unlikely they will interest themselves in 
the village affairs. At the same time they establish a claim that 
any contributions received fioin the Government or other agencies 
for their benefit should be made over to them for expenditure. 
The villagers must realise that if they want any help from Govern- 
ment they must first help themselves and they must show that 
they are prepared to tax themselves to some extent before they 
can expect the Government to come to their help and supj^lement. 
their collections by further grants. Besides, when any village is 
organised into a Panchayet, taxation assumes an obligatory aspect, 
for the knowledge that a neighbouring Panchayet has imposed no 
taxation achs as a deterrent for the levy of taxes irrespective of 
the benefits that might ultimately flow from the expenditure of 
the tax funds. 7 CompuLsorv taxation has achieved success in the 
Mysore State when the Panchayet Act came into operation only 
in February, 1937, e.g., all the 1,405 villages in the Bangalore 
district and a majority of the villages in the remaining districts 
took action to levy the obligatory taxes. The principle of 
legislative determination of subjects of local taxation is one 
familiar to European countries. To prevent local parsimony and 
to achieve and maintain an effective and uniform service in 
matters of general interest it is tlie common practice to declare 
certain charges as “ obligatory/’ and to insist on their being 
incurred by the superior authority. The determination of a 
maximum, e.g., Bs. 10 per house in Mysore and Bs. 20 per house 


6 Beport of the Bombay Committee on the Workinj^f of the Panchayets, page 8. 
/Mysore Legislative Council Debates, Sept,, 1925. pp, 227 — 247, 
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m Bombay, is also a well-worn piineiple of local finance and one 
almost univeivsally adopted on the Continent for the control of 
local taxation. Just as to check parsimony the legislature compels 
the local authority to levj^ certain taxes, so also to check any 
possible extravagance, it lays down a maximum amount for certain 
kinds of local taxation bej^^ond which the local authority may not 
go. 8 

A subje(*.t that has evoked considerable controversy is the 
power given to higher authorities h) impose additional taxation 
whenever they think that the regular income of the local authority 
falls below what is ne<H^8sary for the proper discharge of obligatory 
duties. The advocates of complete autonomy see in this measure 
an attempt to hami)er the discretion of the Panchayets and 
restrict their freedom. They are not aware that an important 
principle of local administration is involved in it. A National 
Minimum of adequacy and efiiciency in local services is indispens- 
able in the national interest. Society as a whole cannot afford 
to let the inhabitants of Little Palhalli or Little Pedlingi^n to 
suffer from the consequences of their parsimony, such as small- 
pox, cholera and plague, because those consequences spread over 
the neigdibouring villages, affect everyone who has intercourse with 
them and may even threaten the welfare of the community as a 
whole. Complete local autonomy may not be compatible with 
national well-being and may not secure for every village and 
commune tlie National Minimum. Hence the Central Government 
is farced to interfere whenever it thinks ih«ai the local authority 
does not raivse funds enough to finance the duties which are imposed 
upon it. A recognised method of tlie interference in Continental 
Europe is the compulsory submission of the annual budget to 
higher authorities and the budget becomes executory only after 
approval by the supervisory authority which makes sure that 
proper provision is made for obligatory expenditure. Similarly 
in the English Education Act of 1870 power was reserved to 

6 Grice, National and Local FinanoO) pp. 119 and 120. 
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increase the rates whenever a local authority did not raise sufficient 
funds for the education of the children in its charg'e. The local 
unit is protected from the arbitrary exercise of the power to 
interfere by means of various provisions. Thus the Deputy 
Commissioner in the ease of Mysore and the District Board in 
the case of Bombay, though they may call upon the Panchayets 
to taJce steps within six months to increase its income to such a 
figure as it considers necessary, can in no circumstances require 
the house-tax to be increased beyond the maximum rate prescribed 
by the Gk)vernment. Further, any Panchayet maj^' appeal to 
Government against the enhancement of its income and no action 
shall be taken to effect such enhancement until the appeal has 
been decided.® 

The Panchayet Acts of Madras and Mysore allow the village 
authorities to impose specific taxes for specific purposes. The 
Mysore Act stipulates that a Panchayet apart from the obligatory 
tax may also levy with the previous sanction of the Government 
any tax, rate or fee for the discharge of any of the duties imposed 
upon it. The Mysore Scheme is still in its infancy, having come 
into force from 1st February, 19^7. The Panchayets, therefore, 
have not had time to examine or tap the various resources open 
to them. In Madras, on the other hand, the Report of the 
Registrar-General of 1927-1928 testifies to the activity of 
Panchayets in the levy of special taxes for particular purposas. 
Thus 71 Panchayets levy taxes for financing the removal of prickly 
pear. The work of constructing, repairing and improving the 
village communications has been financed out of general resources 
in some cases and by means of special taxes in others. Taxes for 
financing the construction of school buildings were sanctioned in 
29 cases. When the clearance and removal of silt from the beds 
of tanks entailed heavy cost, spcKsial taxes were levied for 
it. Similarly the Kudimaramat obligation has been enforced by 
means of a tax in money or in kind at so much per acre, with the 

9 Vide Mysore Lergislative Council Debates, February, 1926, pages 268 — ^278. 
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proviso added that, if labour is supplied of such quantity and at 
Buch time as the Pan(diayet may requiie, the tax shall not be 
collected. Several Panchayets have enq^loyed Niranikkams or 
Nirganties for legulating the distribution of water from the tank 
and remunerated them either out of tiixes specially levied for the 
purpose or by means of Meras at harvest time a(‘Cording* to custom. 
A review of the existing taxes by the Panchayets whether for 
general or specific puri)oses shows that the tax scheme of the village 
bodies is fairly comprehensive and covers a wide range of subjects. 
The taxes so far imposed in the provinces have been tlius classified 
in the Report of the Indian Taxation Enquiry Committee : — 

“ {a) A house-tax based on — 

(1) capital value, 

(2) nature of structure (terraced, tiled or thatched), 

(f3) linear dimensions, and 

(4) annual lental value. 

(h) Taxes on professions based on — 

(1) class of business, such as money-lenders, petty 

traders, tanners, renters of toddy shops; 

(2) the income of the individuals; and 

(3) the value or quantity of articles sold in the 

case of tradesmen, as, for instance, a charge 
on each gallon of liquor sold, or per cart- 
load of rice or paddy sold by the gnuin 
merchant. 

(c) Fees for the occupation of cattle-stands, threshing-floor, 
village-sites, cart-stands, markets, market-sites, 
slaughter-houses, choultries, chattrams, travellers* 
rest-houses. 
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(d) License fees on tea-houses, coffee shops, refreshment 

rooms, brick kilns, oil mills, hides or skin depots, 
and travelling shows. 

(e) Fees which are in the nature of an octroi or import. 

duty, as, for instance, small charges on grain ex- 
ported or articles imported into the village, the unit 
of assessment usually being a. cart-load. 

(/) A light poll-tax for general or specific purposes and 
sometimes graduated according to the income of the 
family as, for instance, a tax per family per month 
to meet the cost of watching the drinking water 
tank. 

(f/) A tax on land on acreage basis for specific purposes, 
such as clearing channels. 

(h) Special fees for each house for specific j)urpo8es, such 
as scavenging.” 

The list is certainly formidable and is calculated to impress 
one with the possible range of Panchayet taxation. Whut is 
really important is not the number of taxes or the number of 
sources which can be tapped by the village authorities but the yield 
of the taxes and the productivity of the sources of revenue. 
Judged by this criterion Panchayet finance, in the main, is in an 
nnsatisfactory condition. The annual reports of the working of 
the Panchayets lay stress on the fact that the resources of the 
village bodies are inadequate for the services which they have 
to perform. Water-supply, sanitation, communications, medical 
relief and education constitute the in^educible minimum of the 
duties and responsibilities of any village authorities, while the 
finances that they can raise through taxes and fees, licenses and 
fines, along with its commtmal income and communal labour, fall 
short of their budgetary requirements. The example of Mysore 
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will serve to illustrute the inadequacy of villag'e finance,^® The 
prevailing type of village in the Mysore State consists of about 
200 inhabitants living in 40 to 50 houses. The revenue of the 
village will be made up of the house-tax, the tax on carts, the 
tax on shops, hittals and vaeant sites, all of which are compulsory 
levies. A Panchayet may also levy additional taxes, receive grants 
from the District Tioard and (Toveiiiment and mobilise village 
labour for (ommunal work. The a(dual collection liowever is not 
likely to exceed Bs. d(XK For very few houses will lye worth 
more than Rs. 2(M) and therefore ihe bulk of the houses will pay 
at the rate of about Rs. 2 ea^di, though the rates vary from As. 8 
to Rs. 10. Very few carts would be liable to pay the tax because 
it cannot he levied on carts beloiignng to persons whose sole occupa- 
tion is agriculture. The tax on shops, hittals and vacant sites 
will not make any material contribution to the Panchayet fund. 
The Government grant of Rs. 1*30 lakhs for rtiral reconstruction 
and E-s, *50 lakh for drinking-water wells in 1927 hardly makes 
any impression on the 16,050 villages of the State. The yield 
from all these sources may be estimated at Rs. 300. 

On the side of expenditure account must be taken of the 
minimum seiwices that the Panchayet has to provide, vis?., roa.ds, 
wells, sanitation, lighting and medical relief. The cost of main- 
taining the roads may l>e put at Rs. 66. The wells will include 
an outlay of Rs. 35 a year, required to meet the capital cost and 
depreciation charges. The sanitary aiTangements which include 
the provision of drains and the wages of a sweeper will absorb 
Bs. 140 a year. lighting would cost Rs. 90. Medical relief 
would require Bs. 130. Thus the total expenditure comes to about 
Bs. 450, leaving a deficit of Rs. 150 annually for every village. 
The figures are not intended to convey the impression that the 
Panchayet budgets do not balance. They only show that a Pancha- 
yet which wishes to carry out the minimum functions that are 
required of it has not got sufiicient resources at its dispoal. 

10 For a detailed estimate of the revenue and expenditure of a typical Fan* 
phayet, vi^e Beport on Taxation in Mysore, pages 140, 141, 142. 
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4. SUGGESTIONS FOR IMPROVEMENT OF PANOHAYET 

REVENUE 

Several suggestions have been made to fill the gap between 
income and expenditure and generally to add to the resources 
of the Panchayets, division of the proceeds of land revenue, 

local taxation of land, utilisation of the land-cess by the Pancha- 
yet, conservation of communal income, mobilisation of communal 
labour, assignment of certain heads of central revenue and grants- 
in-aid of local expenditure. The fiscal value of these suggestions 
may l>e assessed and their financial implications examined. 

Resolutions have been passed at various Paiujhayet Conferences 
of the Madras Presidency that a portion of land revenue, say, one 
or two annas, should be set aside for the use of the Panchayets. 
They have evoked little response from the Provincdal Government. 
The proposal would mean payment to the villages of 40 to 80 
lakhs out of the land revenue collections. In the present state 
of the finances it is practically impossible to ea.rmark such a large 
sum for undecided purposes. Moreover, villages with a large land 
revenue and a small ' population would get more than they really 
require for the discharge of all their adininistiative responsibilities, 
while the poorer villages with a denser population would be con- 
demned to practical inactivity. The divstribution therefore of the 
proceeds of the land revenue among the villages woxild be unequal, 
the richer villages getting more and the poorer villages getting 
less. The proposal represents no improvement over the 
existing arrangements whereby the Panchayets which are prepared 
to help themselves receive grants-in-aid of their expenditure on 
communications, Water-supply and education. Moreover, the 
suggestion to make over a part of the proceeds of land revenue 
is open to the general objections against the method of division of 
proceeds of toy head of revenue between central and subordinate 
authorities. There is no guarantee that the share of the local 
body will be wisely spent. The Central Government can exercise 
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no check over the expenditure of the moneys allotted to the sub- 
ordinate bodies. Further, sharing of the proceeds may lead to 
unequal distribution of the revenue, for the capacity of the district 
to contribute, and not the need of the district to spend, will 
determine its share of the proceeds. 

It is also suggested that the land-revenue should be made 
entirely a local charge instead of being a provincial receipt. There 
is a tendency all over the civilized world to make over the land- 
revenue or the land-tax to local bodies. In Austria the land-tax 
has become entirely a local tax. In Prussia the tax on land for 
local purposes is twice the tax levied for central purposes. In 
England the principal tax on land is the local rate. The argument 
that taxation of real estate should be localised is based on sound 
principle, because the fruits of local finance accrue primarily to 
the area from which the revenue is drawn, and the tax-payer thus 
gets a measurable return for the public burdens that he is called 
upon to bear. The Todhunter Committee have recommended that, 
in conformity with the now familiar and established principle that 
real property forms the chief support of local finance, the land 
assessment for provincial purposes should be standardised at a 
level lower than the existing rates, viz., 25 per cent of the annual 
value. In the opinion of the Committee, the further taxation of 
land should be by local bodies for local purposes. The Committee 
suggest a maximum for the ordinary rates of about 25 per cent 
of the stim taken as land revenue. There would be of course no 
objection to the imposition of additional special and temporary 
rate for specific local purposes.^^ 

A suggestion is frequently made at Panchayet Conferences 
that local cesses being locally levied should be utilised by the 
smallest unit of the administration. The practice of levying 
cesses or surcharges on the land revenue is of very long standing 
in India. At one time they were levied principally for imperial 
purposes, e./?., the famine fund or for provincial purposes, e.g,, 

11 Vide Ksport of the Indian Taxation Enquiry Committee, pp. 87-88, 

F, 7 
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payment of village offices. In recent years there h^e been ja ttaiMPr. 
ference of the funds to regional bodies and also a tehdeney to 
add specific cesses to specific purposes like the railway cess and 
the education cess. In Mysore the resources of District Boards 
are greatly augmented by the levy of such cesses. They get an 
assigned share, 75 per cent, of the land cess, other cesses that 
must be imposed like the education cess and may be imposed like 
the railway cess and the special cess. The Village Panchayets 
hard put to it to find moneys for their expenditure, have been 
demanding a share of the cess collections which now go almost 
entirely to the District Boards. This demand is not likely to be 
granted, for the District Boards which are tliemselves in straitened 
circumstances are loth to part with any fraction of their revenues. 
However, in any redistribution of the resources between the Pro- 
vincial Authority, District Board and Village Panchayets a special 
provision may be made for the utilisation of the local cess for the 
local purposes. The levy of an additional impost on a central 
head of revenue to replenish the colfers of subsidiary organs of 
Government is well-grounded in princix)le. It has become a com- 
mon feature of local finance in European countries. Thus, in France, 
the departments obtain over c^ne-half of their ordinary^ revenues, 
and the communes obtain over one-fourth of their ordinary receipts 
by the simple process of adding hundreds, centimes, to the amount 
of the principal tax which goes to the central authority. Similarly 
the zuschlage of the Prussian commune is simply a surtax on the 
State income-tax. But the scope of the zuschlage is much wider 
than that of the State income-tax, because the latter includes only 
incomes over 900 Marks but the communes may subject to their 
additional percentages all incomes commencing from 420 Marks. ^ 
The Registrars of Panchayets in the Annual Report lay sCrees 
on the importance of the communal income which has to be 
gartiered from all the sources available by custom or concession 
in the village. Cattle-dropping in publics places, velal grass in 
tank beds, the right to gather babul pods or the leavings in I8ie 
groundnut fields, the privilege of grazing ducks on harvested fields, 
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fisheries and silt in drinking water ponds — these and similar items 
inay be sold in auction and the proceeds appropriated to Panchayet 
funds. The Panchayets, as in the Tanjore area, may 
also administer on behalf of the village community the 
Sainudhyaha Lands which yield a considerable income, 

, The communal resources and the property of the village 
should be organized most efficiently, and every species of 
the communal income carefully garnered, so that it may go to 
augment the Panchayet-Fund. The suggestion is of practical 
value in the village economy there are several items of income 
whic^h perhaps individually will not amount to an accession of the 
village revenue but collectively will tell upon the Panchayet 
finances. 

Communal labour is a' species of intangible revenue which 
has considerable possibilities ‘of expansion. As a matter of fact 
•communal lalx)ur figures fairly largely in the budget of village 
bodies. The inhabitants of a village realize that they are members 
one of another and that the interests of the village as a whole are 
bound up with their own individual interests. Out of 8,8()3 
Village Pafichayets in Mysore, as many as 3,000 Panchayets 
Contribute weekly labour for works of communal benefit such as 
clearing of lantana and prickly pear, filling up of insanitary pits 
and coss-pools, construction and improvement of village commu- 
hicatioh, planting of topes and trees. Many Panchayets of Madras 
villages mobilize village labour for the clearance of prickly pear 
and for the management of tanks. The value of this work done 
by labour organized for Kudimaramat for irrigation jmrposes was 
^Considerable though it is not possible to estimate it writh any 
degree 6f accuracy. There is nothing which has helped the 
Panchayets to find favour in irrigated tracts so much as the dis- 
charge by them in an efficient manner of the customary irrigation 
obligations of the ciiltivators. Mobilisation of communal labour 
^hick is part of the general plan of reviving on modern lines and 
with modern sanctions the organized life of the old South Indian 
Viil^e as ah agricultural community is of considerable fiscal 



314 


V. L. D*S0U2A 


importance* To eome extent it obviates the need to levy taxes 
on the villagers who have neither the willihgnees nor the capacity 
to contribute liberally to the Pancha'yet fund.^^ 

It is suggested in some quarters that the village finance may 
be considerably improved by the transference of items of Board 
Income and Government Income. The Madras Panchayets may, 
thus be endowed with the profession tax, licence fees, income 
from trees, fisheries, cart-stands, markets, slaughterhouses and 
ferries by the local boards, while the Government may endow them 
with revenue from communal Porambokes and the sale of grass 
and tree produce on D.P.W. canals and fines levied by magistrates 
and village courts. An assignment of revenues is one of the 
recognized methods of central aid to local bodies, the others being 
division of the proceeds of a particular tax and grant-in-aid of 
local expenditure. Such an assignment is rendered necessary by 
the devolution of functions from the higher to the lower that is 
taking place in the administration of the country. The Panchayets 
are charged with functions which were performed by the district 
or provincial authorities. It is but natural that a transference 
of revenue should proceed p(us%i with the transference of 

responsibilities. In Mysore the Mohatarfa, that is, a tax on houses, 
shops, or places of trade or business, vacant sites, hittals and 
carts in the village which was oilginally a central head of revenue 
is now transferred from the District Board to the Panchayets. 
It must, how^ever, be borne in mind that, the assignment of 
revenue under all circumstances is not an unmixed blessing and 
that a better alternative in most cases would be the system of 
grants-in-aid. The local authorities have to depend upon sub- 
ventions from the Exchequer and one has to consider whether the 
subvention should take the form of a grant or an assigned revenue. 
The allocation of specific sources of revenue to the local authorities 
or dedication to their use of the proceeds of particular taxes 
deprives the community avS a whole of a part of its resources and 

12 Vide Beport on the Working of Panchayets, Madras, 1925-26, Section 66. 
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deprives the Gaverumeiit oi the practical means oi eniorcing upon 
the local bodies the minimum of efficiency required by the com- 
niunity. To the local authority, the proceeds of assigned revenues 
become its own property which it may spend as wisely or waste- 
fuily as it pleases. In other w'ords, assigned revenues do not 
possess that check on local extravagance and local laxity that is 
provided by a system of grants-in-aid. Moreover, the transference 
of items of central revenues to local bodies may result in actual 
inequality as between different districts or villages. The distri- 
bution of the revenue would be, not according to the needs of a 
locality but according to its capacity to contribute to the particular 
heads of assigned revenue. Accordingly, the suggestion made in the 
Mysore Legislative Council that the price of vacant lands, Hul- 
banni and Amarai should be made over to the Panchayets was not 
appioved on the ground that wdth the increasing occupancy of land 
they become a decreasing source of revenue, that the yiehl at any 
particular time is not in proportion to the size of the village, that 
the revenues from some of these sources, e.g. , Amarai fluctuates 
with seasonal conditions and that the bulk of the proceeds comes 
only from one or two districts. 

5. GRANT8-IN-AID OF PANCHAYET EXPENDITURE 

Of all the suggestions, the one that is likely to find widest 
acceptance is ihat of Grant-in-aid which has now become an in- 
strument of extraordinary potency. After an examination of the 
Panchayet finances the Repoii; on Taxation in Mysore says, ‘‘ The 
drift of the discussion has been to make out a case for State sub- 
vention to these local bodies, though the strength of the case for 
such subvention and the condition of grant will naturally vary 
from one group to another. The Grant-in-aid is a device peculiar 
to the English administration and its achievements in the country 

13 Vide Mysore Xyegislative Council Debates, February, 1926, pages 260 
and 266. 

14 Vide Beport oii Taxation in Mysore, page 146. 
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of its orig'iii liave deiiioiii*truted its vast possibilities lor ' 

It started as a mere bnaBcial adjustment and soon became a piVot 
on which the whole machinery ol lopal administration in Englatid is 
based. On the Continent it is displacing the two methods by which 
central assistance is given to subordinate bodies, viss,, assignihent 
of certain heads of revenue and division of the proceeds of a given 
head of revenue. Whether aparticulai* act of the legislature really 
functions or becomes a mere dead letter, whether any new branch 
of Local (ioveruineut stagnates or becomes aii active agency for 
accomplishing the object for which it was established, depends to 
a, very great extent upon how it is connected with Grants-in-dad 
and the conditions under which those grants are administered^ 

Says Sydney Webb: — By a ^ Grant-in-aid ' the English 
administrator understands a subvention payable from the exchequer 
of the United Kingdom to a Local Governing Authority, in order 
to assist that authority in execution of some or all of its statutory 
duties. The subvention may be an isolated payment, but is usually 
recurrent or annual. It may be a matter of statutory obligation or 
dependent on the recurring decision of the minister in charge of 
a particular department. It may be unoonditionally of fixed 
amount, or variable according to thl^ circumstances of the time. 
Most important of all, its variable amount may be dependent on the 
growth of population, or of a particular section of it, on the amount 
of some particular service, on the number of oflScers appointed, or 
the sum of their salaries, on the expenditure of the receiving 
authority, on the rateable value of its district, on the efficiency of 
its work, or on some other condition. And according to the con* 
ditiou and stipulations that are attached to the Grant-in-aid, so 
will be, whether or not we like it or foresee it, its effect on public 
administration.’^ 

The principles on which Grants-in-aid of local expenditiires 
should be distributed have been obscured by the distinction that is 
sometimes attempted to be drawn between the onerous and, bene- 
ficial or obligatory an<l optional services of a local authority, that 
is, services which are preponderantly national in character and 
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tlierefore generally onerous to the inhabitants of the area in ques- 
tion, and services which are preponderantly local in chaiacter and 
confer upon the inhabitants of the area a direct benefit more or 
less commensurate with the burden. It is contended that only 
those services administered by the local authority which are of 
national importance are entitled to grants from the National Ex- 
chequer, while those services undertaken by the local authorities, 
the direct personal benefit of which can be strictly individualised 
and measured, should be paid for in their entirety by the inhabi- 
tants in proi)ortion to the benefit received. The truth is, the dis- 
tinction cannot be made on any strictly logical principle and the 
classification under either head would vaiy considerably from 
country to country or from time to time. There is. hardly any 
local service locally administered whose benefit accrues exclusively 
to the local area : it will be of some concern to the community as 
a whole. Similarly fliere is no national seivice locally adminis- 
tered, w^hich is not also of some benefit to the inhabitants of the 
area. Hence there should lie no rigid exclusion of Grants from 
all the services which are admitted to be ‘ local/ ‘ beneficial ' or 
‘ optional,^ nor should the whole cost of those services considered 
to be ‘ national/ ‘ onerous ’ or ‘ obligatory ’ be borne entirely by 
the Central Government. Sydney Webb’s dictum on this subject 
may be accepted, The Grants must be made, not for services 
ai’bitrarily styled national, but in aid of certain definitely select- 
ed services in w’^hich the real objects of Grants-in-aid can be most 
conveniently attained, or in the efficiency of which the community 
as a whole has considerable interest.’^!® 

Grants-in-aid are necessary qs w^ell as desirable on four 
grounds. In the first place they are the means to prevent an 
extreme inequality of burden betw'^een one area and another. The 
cost of governing a hundred thousand persons in a poor district 
must be several times as great as the cost of governing a hundred 
thousand persons in a rich district. The cost will vary with the 

• Fid# Sydney Webb r^^rshts-m- Aid, page 91. 
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ratio of children to adults, the amount of sickness, the extant of 
the traffic, the condition of the housing, and generally with the 
poverty of the inhabitants. Therefore to provide the same 
amenities of civilized life, some areas will have to incur a rate 
in the pound or raise a sum by taxation many times as great as 
the others. In other words the cost of the services will be in 
inverse proportion to the capacity of the areas to bear it. There- 
fore to minimise the inequality in the common burden of taxa* 
tion grants may be distributed from the Central Exchequer. 

The second reason for Grants-in-aid is that, they furnish a 
method by which the expert knowledge, the superior wisdom and 
the centralized experience of the National Government may be 
brought to hear on the local authorities which are apt to suffer 
from a parochial view of their responsibilities or manipulation of 
their parties. The Grants-inlaid furnish a lever for improving 
local administration and guiding the expenditure of the local 
authorities in directions which in the interests of the nation as 
a whole may be considered desirable. As it often happens there 
are some methods of action and some lines of policy which are 
better than others, and the local authority may be induced to re- 
ject the worse and adopt the better alternative by a Grant attached 
to the course which in the judgment of the community is of the 
greatest advantage. 

The third reason for a system of Grants-in-aid is that it is 
the most efficient weapon to enfo:i?ce on all subordinate authori- 
ties the National Minimum of efficiency and adequacy in the 
supply of services which may be prescribed in the national 
interest. The claim of each locality to do what it likes cannot 
be sustained. For the community as a whole may suffer from the 
consequences of its parsimony. Neglect to take preventive 
measures may result in an outbreak of epidemics in the locality 
which may spread to the neighbouring regions and threaten the 
life of the nation. The administration of a village or of a town 
is thus not merely a local concern but is also of some concern to 
the community as a whole. Hence the necessity to force up local 
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taxation to the level j^roscribetl by the national minimum. If 
however the village or the commune is so poor that it cannot 
finance the essential services, then a strong case is made out for 
a Grant-in-aid fiom the cential funds. The practical outcome 
is that especially in a country like India where the local authori- 
ties have very limited resoim^es and very considerable responsibili- 
ties, the minimum indisj)ensably required by the common weal 
cannot be enfored without a Grant-in-aid. 

The fourth reason and by far the most imj^ortant reason for 
a system of Grants-in-aid is that it provides a method by which 
a Central Authority can secure uniformity, efficiency and economy 
in the working of the local administiation. In theory the 
Government (iun force a disobedient local body to do what the 
statute requires of it by means of a Mandamus as in the United 
Kingdom or by means .of an action in the Administrative Court 
as on the Continent of Europe. Such steps however, result in 
cumbrous legal processes and involve what might appear to be a 
needless interference with the autonomy of the local bodies but 
a Central Authority that wiekbs the weapon of well-devised Grant- 
in-aid is in a position to command and to call to order the re- 
calcitrant local authoiity. A mere threat that, unless such and 
such defects and drawbacks w’ere set right before a stipulated 
time, the Grant might be withheld, has usually sufficed to induce 
the local authority in England to take steps to raise the necessary 
taxation and to effect the necessary improvements. 

The application of the method of the Grant-in-aid so as to 
secure uniformity, efficiency and economy in local administration 
has given rise to a code of rules, the importance of which cannot 
be sufficiently emphasized. Grants should be conditional on the 
efficiency of the service. Fixed lump-sum grants lead to local 
extravagance and local w^aste while variable grants serve as a. 
spur to economy and efficiency. The Treasury favours invariable 
grants because such a system fixes the limits to the claims made 
upon it and it saves the Treasury the trouble of calculation and 
adjustment involved in a system of variable grants. In Madras 

F. S 
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the Government has authorised Oollectors to make grants to 
Panchayets for a library up to Rs. 200 irrespective of any con- 
tribution from the Panchayets themselves. Similarly in the same 
province an annual grant of Bs. 180 per teacher is made to the 
Panchayets without making it conditional upon a like contribu- 
tion from them. The Grant is substantial to meet the salary 
of the ordinary village teacher and the Panchayets could not be 
prevailed upon to contribute from their funds so as to obtain the 
services of trained and eflScient teachers. Further no grant 
should be payable unless the Supervising Authority certifies that 
the service is being administered in accordance with the statutory 
regulations and that the service in jjoint of sufl&ciency of supply 
and standard of efficiency reaches what may be considered the 
National Minimum. Although the Grant should be a variable 
one, it should not be made to vary merely with the population or 
rateable value, or at so much per pupil or per school or at so much 
per patient or per hospital irrespective of such considerations as 
equalization of local burdens and the special circumstances of 
special localities. Moreover, the Grant should be made in aid of 
especially selected seiwices and not in aid of the total expenditure 
incurred by the local authorities to discharge all the duties im- 
I)osed upon them by statute. Only thovse Grants achieve their 
objects which are in the nature of proportional subventions to- 
wards the cost of specific services. In the Indian village there 
are four main services which stand out as suitable subjects for 
Grant 8-in-aid. These are water-supply, education, public health 
and communications. 

Subsidies and subventions are not unknown in the local 
finance of India. In the Madras Presidency between the years 
1916 — ^23 out of a total revenue of 118 crores, a sum of TJ crores 
was distributed as Grants-in-aid and in the budget of 1923-24 a 
grant of 1*41 crores out of a revenue of 16*87 crores was provid- 
ed for. In Itembay the local authorities (excluding municipal- 

16 Vide The Madras Panchayet Bulletin, May, 1928, page 24. 
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ities) received in 19il3-14 a sum of 34 lakhs from Government 
while their total revenue was only 80 lakhs. In Mysore Grants 
to Local Bodies forms one of the budget heads. Fi'oin 1910 — 28 
these grants amounted to 81 lakhs which gives an average of 4 o 
lakhs per annum. These subventions from the Govemment are 
not so infinitesimal as they might appear at first sight, for in 
Mysore primary education and medical relief rne central heads, 
only a part of the expenditure being met by Municipalities and 
District Boards. Tlie yearly average of gran is for the Mysore 
villages, 16,650 in number, for the period 1910 — 1927 works out at 
Bs. *29 lakh for Village Improvements and Eural Beconstruction 
and Rs. *36 lakh for Drinking-water Wells in villages. The 
Budget figures for 1926-27 are: Village Improvements and Rural 
Beconstruction — ^Bs. 1*80 lakhs, Drinking-water Wells in villages 
Rs. *60 lakh which distributed among 16,650 villages of Mysore 
will give Rs. 10 per village. The Indian figures may be (u>mpared 
with the English figures : the receipts of local authorities from 
Govemnlent Grants in the year 1926-27 were approximately 
£ 87,000,000 while the total of rates collected was £ 159,000,000. 
According to the proposals submitted to Parliament by the Chan.' 
cellor of the Exchequer for reform in Local Government and in 
the financial relations between the Exchequer and the local 
authorities, the relation between grants and the rates would be 
— Grants £ 111,000,000' and rates £ 135,500,000. The disparity 
in the figures drives one to the conclusion that the system of 
Grants-in-aid may be utilized more and more to supplement the 
resources and increase the efficiency of the local bodies in Indiaj 
bearing in mind the various rules and provisions which render 
the system the most powerful device by which the Central Govern- 
ment assists, educates and encourages the local authorities. 

For the actual dis'tribxition of grants a formula will have to be 
worked out on lines similar to those suggested by the Royal Com- 
mission, on Local Taxation in England and Wales and ac?tually put 
into precise Parliamentary terms in Grants to the Local Health 
Authorities, Broadly speaking, any scheme for the distribution 
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of grants should take into account two things, viz., first, the 
total minimum expenditure for the local authority — ^this is ob- 
tained by multiplying the minimum rate of expenditure per head 
of people fixed in the interests of national welfare and efficiency 
by the number of inhabitants of the areti in question; secondly, 
total maximum revenue that the local authority can raise from the 
resources at its disposal. If the minimum expenditure exceeds 
the maximum revenue, then a grant to cover the difference should 
be given by the National Exchequer. It often happens that the 
local authority incurs expenditure over and above the minimum 
prescribed in order to raise its standard of well-being. Towards 
this excess the Central Government should contribute a certain 
proportion, the actual amount being determined by the exigencies 
of the National Exchequer on the one hand and the social value 
of the functions undertaken by tbo local authority on the other. 
The formula need not be j'ut into precise mathematical language. 
It may be varied to suit particular circumstances or unexpected 
developments. 
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SUMMARY 

The financial position at the time of the Montagu-Chelmsford 
Report. Brief survey since 1868. The position in 1918. The 
proposals in the Report for the abolition of ‘ divided heads.' The 
method adopted. 

Popular criticism of the financial policy during the preced- 
ing sixty years. Failure of the Report to take note of the same. 
The consequent weakness of the financial arrangements proposed 
for the Provinces. 

The working of the Reforms. Realisation of the financial 
difficulties. 

The Indian Taxation Enquiry Committee's Report. Review 
of the principles and practice of federal finance. Division of 
functions and division of resources. The effect of the Montford 
Report on the Taxation Committee’s proposals. 

What line the Montford Report could have adopted as theo- 
retically sound and workable in practice? How it can be done 
now? 


In the Montagu-Chelmsford Report on Indian Constitutional 
Reforms, a masterly survey has been taken of the financial aspect 
of the Constitution avS it stood in 1918. As the Report puts it, 
the Government of India's control over revenues and expenditure 
is derived from the Acts of 1853 and 1858, which treated the reve- 
nue of India as one and applied them to the purposes of the 

m 
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Government of India as a wh6le/^ Prior to 1871, both revenue 
and expenditure were completely centralised. Then under liord 
Mayo’s Government, ‘‘ each Local Government was ^ven a fixed 
li^rant for the upkeep of definite services, such as police, jails,, 
education and the medical services, with power, subject to certain 
tjonditions, to allocate it as seemed best, and also to provide foi 
additional expenditure by the exercise of economy and, if neces- 
sary, by raising: local taxes.” This arran^ment continued till 
1882. In Lord Lytton’s time, the control of the expenditure upon 
all the ordinar\^ provincial services was deleg-ated to Tjocal Gov- 
ernments, and in place of the fixed ^rrants previously driven, the 
whole or part of certain heads of revenue were handed over to 
theiTK The main heads were — forests, excise, license-tax (now 
in com e-tax) and stamps. But “ as the revenue from these heads 
was not ordinarily sufficient for provincial requirements, it was 
supplemented by a percentapre of the important head of land re- 
venue, which otherwise remained an all-India receipt.” Settle- 
ments had always heen based, not on the revenues raised within 
from 1882 to 1904. Thus arose the system of ‘ divided heads.’ 
TTnder Lord Curzon's Governmeni, these standing quinquennial 
controversies were ^nded and quasi -permanent settlements were 
made, under which, as a |]^eneral rule, one-half of the revenues 
under the five beads — ^Tjand Revenue, Stamps, Excise, Income^ 
tax and Forests — was g^iven to the provinces. Lord Hardinge’s 
Government; made the settlements permanent in 1912. The Gov- 
ernment of India, of course, retained the option of distributing 
among the provinces special grants, both recurring and nonrrecur- 
ring, out of the surplus, if any, at their disposal. These settle- 
ments on these lines were made wuth the provinces quinquennially 
each province, but on what the Government of India regarded 
as the provincial needs. The Central Government always was in 
a position to controil provincial expenditure; indeed, in view of 
their own competing needs, they could hardly avoid feeling a 
direct interest in keeping down provincial charges. Again, as 
regards revenues, so long as the Government of JncJia take a shi^^ 
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in the proceeds, they have a strong motive for interfering in de- 
tails of administration/' But if the principle of popular control 
was to be admitted into the Government through the medium of 
the legislative councils, this arrangement must be changed. An 
arrangement, which has on the whole worked successfully between 
two official Governments, would be quite impossible between a 
popular and an official Government. Our first aim has, therefore, 
been to find some means of entirely separating the resources of the 
Central and Provincial Governments.” 

The method adopted by the authors of the Report to achieve 
this aim was, in their own words, as follows: — Our idea is that 
an estimate should first be made of the scale of expenditure requir- 
ed for the upkeep and development of the services which clearly 
appertain to the Indian sphere; that resources with which to meet 
this expenditure should be secured to the Indian Government ; and 
that all other revenues should then be handed over to the provin- 
cial Governments, which will thenceforth be held whoilly respon- 
sible for the development of all provincial services,” 

This ‘ idea ' is obviously wholly one-sided. It shows great 
anxiety for ^ the upkeep and development of the services which 
clearly appertain to the Indian sphere,' but none whatever for 
those belonging to the Provincial sphere, though Provincial Gov- 
ernments were thenceforth to be held ‘ wholly responsible * for 
their ‘ development.' Up till now, the responsibility for all ser- 
vices lay with the Indian Government. The manner in whioh that 
responsibility had been discharged during the preceding sixty 
years had been criticised with increasing severity by popular 
opinion during the last forty years. That criticism had definitely 
been crystallised, with the passage of time, round certain points, 
(1) that since the eighties, the military expenditure of the 
country had been growing excessively; (2) that services really 
catering for the moral and material welfare of the people, 
education, sanitation, medical relief, veterinary, rural roads, 
tanks and wells, agriculture, development of subsidiary and 
or^nised modern industries, had in consequence been veiy meagre- 
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ly provided for ; (3) that after more than fifty years of enlightened 
Crown Government, the percentage of literacy recorded in the 
Census Eeport of 1911 was a miserable six ; (4) that the vast mass 
of the people of the country were poor, very poor, and had a very 
low average expectation of life; (5) that revenue considerations 
were excessively dominant in the land revenue administration; (6) 
that the same considerations unduly governed the liquor excise 
poilicy of the Government and had caused an alarming growth of 
the liquor habit among a people whose religions sternly forbade 
them against it as a heinous sin ; (7) that the Government resorted 
to heavy taxation of such a necessai'y articJle of daily life as com- 
mon salt. 

Such was the popular criticism of the manner in which the 
centralised government of the country had discharged its respon- 
sibility during sixty yearn. In fact, it was the irresistible strength 
of such criticism which had led to this Eeport on Constitutional 
Eefornas. When, therefore, it was proposed to relieve the Central 
Government of responsibility for most of the functions vitally re- 
lated to the moral and material weilfare of the people, was it not 
necessary to ‘ secure ’ to the Provincial Governments resources 
adequate for ‘ the upkeep and deve^lopment ’ of services, alleged 
to have hitherto been woefully neglected, for which they were 
henceforth to be held * wholly responsible *? In other words, 
must not the division of resources be in right proportion to the 
division of functions ? The authors of the Eeport did not even ask 
themselves this question. How then could their proposals be 
found to answer it satisfactorily? 

They talk about making an ‘ estimate ^ of the expenditure 
required for the services pertaining to the Central Government. 
Provincial services they have not .thought worth mentioning, but 
the Central services they have specified pretty fully. Of the lat- 
ter, however, the items for serious consideration, from the point 
of view of financial provision, were only two, viz.^ defence and 
service of unproductive debt. Of the rest, the commercial depart- 
ments more than paid their way; in administering Coorg and 



DIVN. OF FUNCTIONS AND RESOURCES IN INDIA 327 


other tracts, the Central Government would have the same resour- 
ces as were to be allotted to the Provinces; extra expenditure on 
strategic areas ought to be included under defence; and the re- 
maining items were comparatively minor ones. The authors of 
the Report do not seem to have made any ^ estimate ' of legiti- 
mate expenditure on defence, esj)ecially in view of the persistent, 
generation old, popular criticism of that item. They seem to 
have contented themselves with taking the figures of actual ex- 
penditure and assuming that the latter would of course grow year 
by year. 

On that basis, the authors proceeded to examine what resources 
must })e retained wholly by the Central Government in order that 
it might feel * secure ’ as regards upkeep and ‘ development ’ of 
the items (really only one item, viz.^ defence) under its charge. 
In the couple of pages devote'd in the Report to the discussion of 
how to achieve complete separation of resoxirces as l)etween the 
Central and Provincial Governments, there is no evidence what- 
ever of any consideration of the principles of federal finance or of 
the actual practice in countries like Germany, IJ.S.A., Canada 
and Australia, which indicated the lines on which the financial 
arrangements in India would have more or less to be modelled in 
future. Nor is there the slightest indication, as has already -been 
pointed out, of any realisation of the grave possibility that the 
popularly controlled provincial legis^latures, proposed to be set up 
in the Report, w'ould immediately begin seriously to press the 
Provincial Governments, on the one hand, to move, even at the 
risk of loss of revenue, towards Prohibition and towards a more 
lenient land revenue administration, and, on the other hand, to 
mate up the leeway in the hitherto sadly neglected services of 
education, sanitation, medical relief, rural public works, agricul- 
ture and industries. In an almost light-hearted manner, the 
axifliors of the Report concluded that customs, salt, opium, general 
stamps and income-tax should be wholly allotted to the Central 
Government, while land revenue, excise, judiciaJl stamps, forests 
and irrigation should wholly become Provincial resonrees. Thus^ 
F. 9 
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no heads of revenue would henceforth remain divided. With the 
sole modification of the transference of i^eneral stamps also to the 
Provinces, this became the financial framework with which Par- 
liament equipped the Central and Provincial Governments of the 
new Eeform era, under the Government of India Act of 1919 and 
the Buies made thereunder. 

The working of the Beformed Constitution during the last 
eight years has shown the possibilities, above referred to, of 
popular opinion in the Provincial legislatures, to be actualities. 
With the exception of excise, the Provinces have found the ex- 
pansiveness of the resources allotted to them to be very low, where- 
as their financial needs, for making up half a century^s leeway in 
the nation-building departments, are almost insatiable ; further, 
that in the matter of liquor excise, while they want to alxilish 
the drink evil, the money from that tainted source has been made 
a vital part of their financial backbone. The agricultural provinces 
have not yet fully realised the situation, because of the adventi- 
tious addition to their spending power made by the new financial 
arrangements, and esi>ecially by the cessation of provincial con- 
tributions, which has latteidy taken place. But it is merely a 
question of time for them to do so. 

This is not a matter of being wise after the event. Even in 
1918, a look at the financial statistics of British India for the 
preceding fifty years, particularly for those of the preceding 
twenty years, would have easily shown that the most expansive 
items on the revenue side of the Indian budget were customs, in- 
come-tax and liquor excise. The smallest acquaintance with 
public opinion among Indians made one aware of their feeling 
about excise, military expenditure and expenditure on nation- 
building departments. The theory and practice about federal 
finance were equally available for consultation in 1918, as they 
were in 1925 to the Indian Taxation Enquiry Committee. The 
latter Committee, however, did not have the power to do any- 
thing in the matter, "w^hieh the authors pf the Beport of 1918 did 
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The Taxation Enquiry Committee’s Report describes the 
general tendencies relating to the division of resources under 
Federal Government as follows: — 

**(a) Indirect taxes, with the possible exception of stamp 
duties, are commonly regarded as suitable sources of 
Imperial taxation, for the reason that their exact 
incidence cannot be ascertained. 

(b) Taxes on corporations are commonly Imperial because 

the operations of large companies often extend 
throughout the country, and adequate and uniform 
administi-ative supervision of such organisations is 
desirable. 

(c) A personal or general income-tax is generally regarded 

as a source of State revenue. 

(d) Taxes on property are seldom Imperial and tend to 

pass increasingly from State to Local. 

In (c) and (d), the Committee have not troubled themselves 
to g’ive any reasons, and they need not have taken the trouble in 
(a) and (b) either. 

Ill spite of their knowledge of these general tendencies in the 
practice of federal countries, and of their knowledge of the theory 
on the subject, as indicated by their references to Seligman, their 
treatment of the income-tax shows how biassed they were by the 
Montagu-Chelmsford Report. 

While describing the tendencies relating to the division of 
functions under Federal Governments, the Taxation Enquiry 
Committee refer to the ‘ functions relating to the moral and 
material welfare of the people ’ as follows; — ‘‘ Functions relating 
to the amelioration of the condition of the people include educa- 
tion, public health, the maintenance of roads and the encourage- 
ment of agriculture. These are functions in respect of which there 
has been a great expansion of activities in recent years ail the 
world over. They are generally regarded as the appropriate func- 
tions of local bodies subject to the generiii control of the State, 



330 


ft. M. lOSHl 


but the expanding expenditure upon them has resulted in the 
grant of assistance in greater or less degree by State and 
by Imperial Governments.'* The responsibility for these most 
expeffsive functions has, under the Eeforms, been shifted to the 
local bodies; but their legitimate source of revenue, viz., the land 
revenue, has not been allotted to them. They are quietly asked 
to raise their local cesses on the top of land revenue, and even 
Ministers of Local Self-Government sometimes join in rebuking 
local bodies for not raising the local cesses sufficiently. That is 
nothing less than, adding insult to injury. The Taxation En- 
quiry Committee have not had the courage to recommend that land 
revenue should be regarded wholly as a local rate. Most of the 
bitter controversies on that subject would be ended, if that theore- 
tically sound solution were adopted in practice. The Taxation 
Committee note in their report that “ India dilfers from many 
Western countries in making excise duties Provincial," but again 
they have not the courage to recommend that excise should be 
made a Central resource and income-tax, or at any rate the tax 
bh i)ersonal incomes, a wholly Provincial one. Instead, they 
content themselves by recommending the allotment to the Pro- 
vinces of a small ^hare of the personal income tax and of the 
corporation profits tax, thus unnecessarily re-creating a ‘ divided 
head.' The Taxation Committee also show a lack of courage in 
not recommending a tax on agricultural incomes, after making 
out a good case in favour of such a proposal. 

Had the authors of the Montagu-Chelmsford Report made up 
their mind to give the Reforms as good a financial as a constitu- 
tional start in the Provinces, and also to meet public opinion oa 
two of the most vital subjects, viz., military expenditure and the 
drink evil, it would have been possible to abo^lish the * divided 
heads' without creating the thorny problem of provincial con^- 
tributions and the consequent inter-provincial jealousies, and 
without putting the Provinces on the horns of a dilemma thro^lgh 
excise. The Central budget could have been made to balance 
without any contribution from the Provinces; no invidious in- 
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equalities as between the Provinces would have needed to be ex- 
posed; the Provinces could have been equipped with an expansive 
source of revenue; and they could have been started on the new 
era without either a diminished or an increased spendings power. 
What would have happened would have been a mere redistribu- 
tion of the existing resources on theoretically sound lines and in 
a manner permitting both the Central and Provincial Governments 
adequaterly to respond to public opinion in the formulation of their 
policy in the Reformed era. Such a re-distribution of resources 
would have been as follows : — 


C e ntral. Provincial, 


(1) 

Customs. 

(1) 

Land Revenue. 

(2) 

Excise. 

(2) 

Tax on personal incomes 

(a) 

Salt. 


including agricultural 

(4) 

Opium. 


incomes. 

(5) 

Surplus in Railways and 

(3) 

Stamps. 


Posts and Telegraphs. 

(4) 

Forests. 

(6) 

Corporation profits tax. 

(5) 

Surplus in irrigation. 


From the Provincial resources, land revenue would have been 
devolved further down to the local authorities. 

That the Central budget would have started as balanced under 
these aiTangemeiits would be clear from the following figures for 
1917-18 taken from the Statistics of British India, 1922, Vo^l. 
II: — 


Revenue. (Rs. Crores). 


Expenditure. (Rs. Crores). 


Customs ... ... 16.5 

Excise ... ... 15.2 

Salt ... 8.2 

Opium ... ... 4.1 

’Railways Surplus ... 14.8 

Posts Surplus ... 1.5 

Tax on Companies 

Total ... 60.3 


Army ... ... 46.1 

Unproductive debt ser- 
vice ... ... 10.9 


Total ... 57.0 
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The prog^ressive reduction in excise revenue in consequence 
of accepting a policy of progressive but expeditious abolition of 
the drink evil would have been met by an equally progressive and 
expeditious reduction of military expenditure. 

xigricultural Provinces would of course have been compelled 
under these arrangements to tax agricultural incomes under the 
Tax on incomes of persons resident or domiciled within the Pro- 
vince, They would also have stood to benefit directly by stimu- 
lating the growth of organised modern industries through their 
own citizens. Help in this matter could also be legitimately 
claimed from the Central Government as the latter would stand 
to benefit through the Corporation Profits Tax (on the lines re- 
commended by the Taxation Enquiry Committee). 

All this could have been recommended in the Montagu- 
Chelmsford Report. Had that been done, the discontent created 
by the Reforms would probably not have been so great, in spite 
of the diarchical arrangements of the new constitution. But per- 
haps the weakest part of the Montagu-Chetlmsford Report and 
of the Government of India Act and Rules based upon it was the 
financial part. Now, however, the time has come to rectify the 
mistakes then made, and it is essential to do so. With regard 
to expenditure on defence, for example, the following figures from 
the Indian Tear Book and Statesman’s Year Book are well 
worth noting : — 


1913-14 1927-28 Increase % 

India (Re, C fores) ... 81*5 66’7 80 The riselof prices has 

been about the same 

Britain (£. M.) ... 74*5 116*1 65 in both countries. 

It would obviously be absurd to maintaiu that India’s re- 
sponsibilities in the matter of defence are now greater than those 
of Britain herself. People who talk about the need for re-con- 
sidering the Meston award, do not $eem to understand the funda- 
mental issues involved in the problem. It is a question of pro- 
perly adapting the division of resources to the division 
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of functions, Central, Provincial and Local. Sir John 
Simon showed that he had gone near the root of the matter 
when he said, in the course of the constitutional enquiry at Poona, 
that it was not the re-examination of the Meston award but of 
the relevant portions of the Montagu-Chelmsford Eeport that 
needed to be undertaken. That is a good augury for the future 
of constitutional reforms in this country. Let us hope that the 
Simon Commission will do what the Montagu-Chelmsford Beport 
failed to do. 



SOME ASPECTS OF LOCAL FINANCE IN 
BRITISH INDIA 


BT 

B. G. Bhatnagar, 

■iM . 

AUahahad University . 

As in the recent years the tendency of the Conference has 
been to favour short papers dealing with one or two aspects of a 
single problem, I have deiliberately curtailed the scope of this 
paper. It deals with only two features of Local Finance and 
the study of those two features is confined to the six years after 
the introduction of the Montagu-Chelrasford Reforms in India > 
i.e., 1921-22 to 1926-27, 

So recently as the year 1924-25 this subject ailong with the 
taxation of other governing units received a fairly elaborate 
treatment at the hands of the Taxation Enquiry Committee, and 
yet there are some aspects in the finance of the local bodies that have 
not been even touched by that Committee, The Committee were 
called upon to enquire into the various items of taxation made 
use of by the various governing bodies and then to examine whether 
the taxes used ‘‘ were equitable and in accordance with economic . 
principles/’ and lastly to report on the suitability of alternative 
sources of taxation.” This shows that the Committee were pre- 
eminently a Taxation Oommittee and not a Finance Committee. 
Finance, as we all know, does not merrily consist in securing an 
income from this tax or that, nor does it consist in the mere study 
pf the various sources of income of a governing or public body 

884 
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either individually or collectively but also in adjusting the re- 
sources to the end or ends in view. And it is precisely the latter 
aspect of Local Finance that I wish to emphasize before this 
Conference. It is one thing to earn and it is quite another thing 
to spend, Lc., to spend wisely. In the case of our local bodies 
not only do we not find any ingenuity shown in the allocation 
of available funds to the various items of expenditure, but even 
the most elementary principles of finance are ignored. That this 
is so, will be made clear as we proceed. 


TABLE A. MUNICIPALITIES 
A'verages of 1921-22 to 1926-27 


Provinces. 

Closing 
Balance of 
previous year. 

Total 
Expenses 
chargeable to 
revenue. 

Percentage 
of closing 
balance to 
expenses. 

1. 

Assam ... 

1,93,115 

9,60,864 

20 

a. 

Bengal *.* 

19,58,635 

68,87,180 

28 

B. 

Bibar and Orissa 

9,17,443 

33,37,866 

27 

4. 

IJ. P 

39,98,103 

1,46,29,218 

20 

5. 

Punjab 

46,18,232 

1.80,68,781 

85 

6. 

N.-W. P. Province 

11,86,170 

17,83,631 

64 

7. 

0. P 

16,44,688 

68,39,738 

28 

8. 

Bombsv ••• 

94,78,683 

2,00,81,409 

47 

9, 

Madras 

29,88,654 

1,14,17,846 

26 

10. 

Burma ... ... 

24,61,798 

68,06,067 

89 

11. 

A jmer-Herwara . . . 

1,28,993 

6,17,216 

25 

18. 

Ooorg •*« •.* 

25,697 

89,827 

65 
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TABLE B. DISTRICT BOARDS 
Average of 1921-22 to 1926-27 


Provinces. 

Closing 
Balance of 
last year. 

Total 

Expenditure 
chargeable 
to Current 
Revenue. 

Percentage relation 
of average closing 
balance to average 
total expenditure 
clwrgeable to Cur- 
rent Income. 

1. 

Assam 

8,38,947 

31.88,439 

20 

2. 

Bengal 

33,00,789 

1,20,20,763 

27 

3. 

Bihar and Orissa 

45,57,946 

1,21,03,699 

38 

4. 

U. P. 

... 


... 

5. 

Punjab 

40,11,790 

1,44,94,469 

28 

6. 

N.-W. P. Province 

2,69,836 

9,49,665 

27 

7. 

0. P 

19,66,181 

66,28,936 

B1 

8 . 

Bombay ... 

39,82,107 

1,49,42,116 

27 

9. 

Madras 

66,81,879 

2,76,62,688 

25 

JO. 

Burma 

30,18,961 

61,94,907 

48 

11 . 

Ajmer-Merwara 

82,169 

90,667 

86 

12. 

Coorg 

48,300 

1,14,442 

42 


The first thing that strikes even a cursory onlooker in the 
figures of Incoine and Expenditure of these bodies is the huge 
figures of Closing Balances. In the Tables A and B are given 
the figures of closing balances averaged for the six years beginning 
from 1921-22 for municipalities and district boards respectively 
for each individual province, and there we can see that this is a 
characteristic of almost all the provinces in India. The lowest 
figure there is 20 per cent of the total expenditure during the 
year, and the highest is as high as 65 per cent. The place of a 
closing balance in the budget of a public body is to ensure avail- 
ability of funds during early months of the coming financial year, 
and it is more so in the caJ*e of such public bodies as the local 
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boards in which expenditui*e on the recurring items ot expenditure 
continues and either the income is expected to come in later, or 
is not expected to keep pace with the expenditure. As the chief 
source of income of the local boards is in the land cess and as 
this is realised with the land revenue which is realised iu two 
half-yearly instalments, one some time in June and July, and 
the other in Decembei’-Januaiy, the local boards have a period 
of two or three months at the beginning of their financial year 
of comparatively weak incomings. But the expenditure during 
these months does not seem to be the guiding factor with local 
boards or municipalities in most of the provinces in deciding the 
figures of their closing balances. In all the provinces, the 
Provincial Acts empower the Local Governments to prescribe the 
minimum closing balances for these bodies. In some i)rovince8 
such as the United Provinces; the Punjab and the Central Pro- 
vinces, Local Governments have laid down definite sums of money 
as the necessary minimum balances. In others such as Bombay 
and Assam a certain percentage of the income is prescribed as 
the minimum necessary for closing balances. It is only in Bengal, 
Bihai' and Orissa that it is laid down that it should not be less 
than the total average charges for two months.” This shows 
that most of our Provincial Goveranieuts are not quite alive to the 
principle that should underlie their policy of determining the 
closing balances for these local bodies. And even in those pro- 
vinces where the correct principle is laid down, the local bodies 
concerned do not seem to follow it in practice. Thus in Bengal 
and Bihar and Orissa, the figures of closing balances should bear 
a relationship of 17 per cent to the total expenditure chargeable to 
current income, but it is 27 per cent and 38 per cent respectively 
in the case of local boards, and 28 per cent and 27 per cent res-^ 
pectively in the case of municipal boards. 

Year after year the reviews of the various Provincial Govem- 
mehts on the working of these bodies, and the reports of the 
Examineri^ of Ix>cal Funds Accounts have been adversely comment** 
iag upon thisi and yet no action is bdng taken. Sometimes; in 
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justi£catioii^ it i« urged that as the Government graats for the 
varioua items of expenditure are received late in the year, it 
becomes impossible to spend the whole of them and they go to 
swell up the closing balances. There is absolutely no doubt that 
this factor is responsible to a certain extent, and as in the state- 
ments of Income and Expenditure there is no system oi showing 
such items separately we cannot say for how much such grants 
are responsible. But the broad fact remains that our local bodies 
are not quite alive to their responsibility in this matter, and our 
Provincial Governments would do well to lay down some such 
general principle as is adopted by the Ghovemments of Bengal and 
Bihar and Orissa for the guidance of these local bodies in determin- 
ing what their closing balances should be, and then to see at the 
time of audit that it was being followed instead of laying down 
a mere minimum which makes it possible for the local bodies to 
pile up their closing balances, and lose interest on the money that 
should have been profitably invested to earn interest for the tax- 
payer. 

If there is one thing more than any other upon which all 
the Provincial Governments in their reviews of the working of 
local bodies agree, then it is that for want of funds the activities 
of the local bodies are- being arrested. The reports of individual 
local bodies indicate that when they have mentioned this lack of 
funds with profuse regrets and added a sentence or two on the 
unsympathetic attitude of the Provincial Government in the 
matter of grants, they have done their duty. While the Provincial 
Governments feel satisfied when they have passed a stricture or 
two on the refusal of local bodies in general to tax themselves 
for securing larger funds so sorely needed. There is no indication 
either on the part of Provincial Governments or on the part of 
local bodies that the financial position of these bodies could be 
improved by a judicious xise of the existing resources for their 
various needs. If these local bodies were quite keen and alive 
to their responsibilities in the ma<tter of development in various 
directions, w© could hardly have the phenomenon of excessive 
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clofiiug balances. The fact is that none ot them has a dehnite 
programme of development chalked out for itself, and none cores 
to regulate its finances on the broad principles of Public Finance. 
It is an elementary dictum of all public finance, whether Imperial, 
Provincial or Local, that expenses on items of expenditure that 
are of a non-recurring nature and that when finished yield a 
regular income either in services or in money for yeais to come, 
should as far as possible be met out of borrowed funds, and not 
out of the current revenue. The justification for this dictum is 
two-fold. Firstly, if there are some local undertakings such as 
the provision of clear water, electricity, or roads, for the use of 
which the local authority levy some sort of rate or fee and which 
are not intended to be supplied freely for a community, then it 
is but reasonable that the community should bear not only the 
initial cost, but also the intei*est charges on the capital expended 
in the first instance together with repair and depreciation charges. 
Secondly, there are some undertakings which the local authorities 
should and do undertake for the benefit of the people as a whole 
and from which they expect no regular income such as the build- 
ings for hospitals and dispensaries for the poor, and free and 
compulsory education for the children of all. But these buildings 
when once constructed last for a time, and the results from better 
health and education become manifest in the shape of greater 
current income only in years to come, and therefore it stands to 
reason that the whole cost of their construction should not fall on 
the present generation. And the only way to make the future 
generations pay is to construct these out of borrowed funds, and 
then to pay them out of the current income in small instalments 
spread over a number of years. Instead of this what we find 
is that most of the capital expendituie is met out of the current 
revenue supplemented by Government grants. Thus out of 7G7 
municipalities (exclusive of Presidency Municipalities) in India, 
only 164 are indebted. While out of 254 district boards only 8e3 
are indebted. This means that in those municipalities and district 
boards which are not at all indebted all sorts of expenses whether 
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ordinary or capital are met from the general I'evennee and Govern- 
ment grants. While only in those municipalities which are inr 
debted some recognition of the i)rinciple laid down may be 
expec'ted. In none of the provinces except Madras is that data 
available which could give us an idea of how the total capital 
expenditure is met from dift'erent sources, such as loam^ granU, 
contrilmtionsj and current revenue. In Madras, we find the con- 
dition of capital expenditure as explained below. In the case of 
district boards we find in 1925-26 that the total capital expendi- 
ture of 52*18 lakhs was met as follows : 

* 

12-5 lakhs from Service Receipts 
4*88 ,, ,, Endowments and Contributions 

9*00 ,, ,, Government Grants 

and 20*34 ,, ,, General Revenues 

While in the case of municipalities the total capital expenditure 
(1926-27) amounted to Rs. 44*88 lakhs, and was met as follows: 

2*47 lakhs from Service Receipts 

10*39 ,, ,, Endowments and Contribntions 

11 ,, ,, Government Grants 

16*51 ,, ,, Loans 

and 4*11 ,, ,, General Revenues 

If the district hoards and the municipalities instead of spend- 
ing 20*34 lakhs, and 411 lakhs respectively from the general 
revenues on capital expenditure on items which are capable of 
yielding seiwice receipts, were to spend these amounts as a basis 
of securing loans, they could have secured 339 lakhs for further 
development in districi boards, while 68J lakhs for development 
in municipalities, at 6 per cent per annum. This is but an isolated 
instance to show what these bodies could do if they were to carry 
out well-thought-out development saf^mes through borrowed funds, 
and meet the charges for sinking fund and interest from the 
service receipts and the gerneral revenues. ■ 
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: . It is needless for me to recall that in our towns as well as 
in the rural areas there is yet vast room for development schemes 
of water-supply, communications, drainage and so forth, and that 
it is impossible to provide money for ail these to any appreciable 
extent from the general revenues or from the Government grants, 
and that unless borrowing on scientific lines is resorted to, the 
pi’oblem of develoj)ment must remain unsolved. That in most of 
the i)rovinces there exists a margin of general revenues in the case 
of district boards is evident from the figures in column 3, Table 
D. The same is true of municipalities in Assam, Bengal, Bihar 
and Orissa and Burma, where we have a positive balance of revenue 
after meeting all the recurring items of expenditure, the loan 
instalments due, and the contributions towards the sinking fund 
on the loans already contracted. (See Table 0.) In the remaining 
six provinces which have a negative balance there are some pro- 
vinces like the United Provinces which have absoilutely no margin 
for raising further loans, while others such as the Punjab where 
the negative balance is rather apparent than real. In the United 
Provinces, the minus balance is met partly from the sale of 
securities and partly from the proceeds of a big loan of more than 
7| lakhs of rupees, and that is why I am inclined to think that 
in this province there is the real problem of over-spending in an 
unthoughtful way. The same seems to be true of Bombay and 
Central Provinces. While in the Punjab, the minus balance of 
more than 10 lakhs is easily nfet almost half and half from the clos- 
ing balance and the sale of securities indicating thereby that the 
financial position is on the who^le sound. The same seems to be the 
case with N.-W.F. Province and Burma. And even in the three 
provinces of U.P., C.P., and Bombay an analysis of individual 
municipal finance shows that this unhealthy situation is the result 
of excessive capital expenditure on the part of a few big muni- 
cipalities such as Lucknow in the United Provinces. The 
Examiner, Local Funds Accounts, remarks about this municipality 
that ** At Lucknow, the expenditure of the year exceeded the 
income by over Bs. 33,000 while the closing balance, mz., 
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Bs. 2,14,871 after deducting ike unspent balances of loans and 
grants aggregating Es. 2,48,111, comes to a deficit figure of 
Bs. 33,240. If the amounts of earmarked items and unpaid bills 
of the year, the total of Which comes to Bs. 86,861, be taken 
into account, the debit balance would rise to Bs. 1,19,101. From 
this it is manifest that the municipality has become bankrupt,'^ 
The same is true of Cawnpore in the United Provinces and 
Amraoti in tlie Central Provinces. 

The impression created on one^s mind after going through 
the financial statements of the local bodies whether of the prosper- 
ous or of the bankrupt variety is that they do not regulate their 
finances on the approved financial principles of public bodies, but 
on simple domestic economy lines. They forget that though in 
a private person it is considered creditable to have a substantial 
Savings Bank Account and substantial investments in securities, 
the presence of these very items in the accounts of a public body 
beyond anything that may be needed to meet the debt liabilities 
is looked upon as an indication not only of bad finance, but allso 
as lack of enterprise. It is high time that our local lK>dies learn 
to regulate their income for each individual year according to the 
estimated expenditure of that year by raising or lowering the rates 
of taxes that they charge from the public. Because if this is 
done not only would their finances become up-to-date and progres- 
sive, but their budget discussions also would acquire a practical 
significance which would lead the members and the general tax- 
payer to take a lively interest in them, and the general affairs of 
the local bodies. 
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CENTRAL AND PROVINCIAL FINANCIAL 
RELATIONS IN INDIA 


BY 

S. V. Ayyar, 

Da c ca U niv e rsity 

SUMMARY 

The Paper traces in brief outline the historical development 
of the relations between the Government of India and the Provin- 
cial Governments since 1870 right np to the present day. It is 
divided into two sections — the period before the Reforms and the 
period after the Reforms. Wherever possible references to the 
constitutional documents have been made. 

The latter pai*t of the Paper is a little critical of the present 
position and takes the view that the work of the Provincial Govern- 
ments is as important, as, if not more important than, the work 
of the Government of India, and pleads for a further inquiry 
and re-adjustment of finances in favour of the Provinces so 
that a great impetus may be given to the progress of Education, 
Public Health and Agriculture. Retrenchment in the Central 
Government military expenditure up to a minimum of 5 crores is 
recommended and an imposition of an additional 4 per cent duty 
on cotton imports is also recommended. The P<aper also advocates 
a reconsideration of the arrangements made with the Railways in 
the matter of the contributions to Central Revenues. These sug- 
gestions may be expected to give the Government of India a little 
over 12 crores, and the transfer of the Income Tax to the Provinces 
is recommended. In the alternative the transfer of education to 
the Central Government is suggested. 

R^evant statistics from the Statistical Abstract of British 
India are given in Appendices to enable the reader to appreciate 

^6 
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the growth of Revenue and Expenditure eince the introduction 
of the Reforms. 


The financial relations between the Central Government and 
the Governments of the Provinces in India have naturally fallow- 
ed the political relationships and le-adjustments of these author- 
ities 'during the half-century and more that followed the Indian 
Mutiny. The centralisation of Government at the centre, which 
was natural, left the Provincial Governments little initiative in 
the matter of finance. The who*le organisation and control of 
revenue and expenditure was under the Central Government. 
Even in 1860, it was realised that this centralisation was ‘ regard- 
ed with feelings of aversion by the local governors whose powers 
it curtails and with whose act it interferes.’ In 1862, this system 
was characterised as one of * barren uniformity and pedantic 
centi*alisation.’ In 1870, the Governor-General-in-Council came 
to the following conclusion on Provincial Finance : ‘ It hapjiens 

that the Supreme and Local Governments regard from different 
points of view measures invo*lving expenditure; and the division 
of responsibility being ill-defined, there occur conflicts of opinion 
injurious to the Public Service. In order to avoid these conflicts, 
it is expedient that, as far as possible, the obligation to find the 
funds necessary for administrative improvements should rest upon 
the authority whose immediate duty it is to devise such measures. 
The Supreme Government is not in a position to understand fully 
local requirements ; nor has it the knowledge necessary for the 
successful development of local resources. Each province has 
special wants of its own, and may have means for supplying them 
which could not be appropriated for Imperial purposes.’ From 
1870 therefore, the Provincial Governments were to get specific 
annual grants from the Imperial revenue and were given financial 

Note.— -The word® * liocal ^ and * Provincial * have been used as synonymous 
SR applying to Provincial Governments in India throughout the Paper, 
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control of certain ‘ Departments of Administration in which they 
may be supposed to take special interest ’ as the following: 


Jails 

Registration 
Police 
Education 
Medical Services 

(Except Medical Estab- 
lishments) 


Printing 

Roads 

Civil Buildings 

Miscellaneous Public Improve- 
menta 


Under this scheme known as Lord Mayo’s Decentralisation wscheme, 
the Local Governments might take in the receipts from the above 
heads, and might use as they pleased any surplus but had to make 
good any deficit resulting from their administration. It was 
however soon realised that j^rovincial responsibility had been ‘ ex- 
tended in expenditure, but not in the sources of Income.’ The 
contract system of 1877 went a step further. 

The system of 1882 was based on the resolution of the Govern- 
ment of India on the extension of Provincial Finance (September 
30, 1881, No. 3353). The j)rinciple embodied in this was that 
‘ instead of giving Local Governments a fixed sum of money to 
make good any excess of provincialised expenditure over provin- 
cialised receipts, a certain proportion of the Imperial revenue of 
each province should be devoted to that object.’ Certain heads 
as few in number, as possibly, are wholly or with minute local 
exceptions only, reserved as Imperial; others are divided in i)ro- 
portion for the most part equal, beWeen Imperial and Local; the 
rest are wholly or with minute local exceptions only, made Pro- 
vincial, The balancie of transfers being against the Local 
Governments is rectified for each province by a fixed percentage 
on its Land Revenue. It was claimed by the Government of 
India that this was an improvement on Lord Mayo’s system 
for ' the Provincial Governments would be giveiri a direct interest, 
not only in the provincialised revenue, but also in the moat im- 
portant it^m of Imperial revenue raised witfiin tbeir own pro- 
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vince/ Section 13 of the Government of Indin reeolntion 
provided that * the Imperiail and Provincial Governments should 
have joint and equal mteresta in the net revenue from Forest, 
Excise, Assessed Taxes, Stamps and Begristration/ The Imperial 
Government was to claim no share in the Revenue from Provincial 
Rates. 

The contracts of 1887 and 1892 and 1897 did not enunciate 
any new principle but merely consolidated certain rules and 
regulations for the better organisation and working of the system. 

In 1904, it was realised that the periodic revisions ' interfered 
not only with the continuity of provincial finance, but also provid- 
ed opportunities for extravagance.^ It was also found that the 
system might lead to the absence of any harmonious adjustment 
of finances at the time of such revisions. 

The system of 1904 aimed at the introduction of an element 
of permanency into the settlements and the idea of a five-year 
revision was abandoned though the Government of India reserved 
the right ‘ to revise the settlement of any or all provinces at 
any time in case of necessity.^ 

In a resolution ♦ dated 18th May, 1912, on Provincial Finance, 
No. 27-F., the Government of India deduced what in their opinion, 
was the ‘ theory * of the settlements. Its institution,'^ they 
said, represents an attempt to solve a problem which must 
always arise where there exists a Local Government in complete 
or partial ^subordination to a Central authority. In India where 
the great bulk of the revenues of the country is collected in, and 
credited in the accounts of, the various provinces, the problem 
resolves itseilf into the question how the Central Govemment can 
best be supplied with resources to meet the charges of the services 
which it must of necessity administer. To meet its own expendir 
ture, the Government of India retains, in the first place, the 
entire profits of the commercial departments and secondly all the 
revenue whose * locale ' is no guide to its true incidence such as 
the net revenue from customs, salt and opiiun. The incoma 
derived from these sources is insufficient to cover the eost of the 
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Imperial services, and an arrangrement had therefare to be made 
by which the other sources of revenue should be distributed be- 
tween the Central and the various Provincial Governments.” 

In coming to conclusions on the problem of the Relation of 
Central to Provincial Finance the Government of India in 
1912 had the advantage of the Report of the Royal Com- 
mission on Decentralisation. They decided ‘ to introduce as 
great a degree of finality us possible into the financial rela- 
tion of the Imperial Government with the Provinces.' They 
wrote : ‘ If Provinces could he provided, once and for all, 

with settlemezits so framed that Local Governments could 
develop their administration fiom their own assigned re- 
sources and could fairly be warned that they must not, except 
in cases of unusual calamity, expect assistance from Imperial 
funds, the task of the Government of India would be considerably 
simplified.' 

The Government of India's opinion on the question of lump 
grantvS to Provincial balances by the Central Government is in- 
teresting. ‘ Such grants have frequently been given to individual 
provinces, in order either to admit Local Governments to a share 
in an exceptional increase of prosperity, or to afford the means 
of financing a policy which commends itself to the central 
authority.' In spite of an amount of criticism of wdiat 'was termed 
the ^ policy of doles ' before the Decentralisation Commission 
both the commission and the Government of India 'were agreed 
that the total abolition of ‘ doles ' was impracticable. 

Even in these years complaints about the inequality of these 
settlements were not uncommon. The Government of India ad- 
mitted the extreme difficulty of giving any conclusive reply to 
these complaints. ‘ The supposed inequality of treatment, if it 
exist at all,' they wrote, ‘ is hutorical and inevitable rather than 
ihe outcome of administrative impartiality.' At every periodical 
review the poorer governments have pressed their grievances and 

haggling of a quarter of a century has established a roughs 
equity which could not now be replaced by theoretical calculations. 
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And 80 it was that in the 1912 attempt at permanency no radical 
alterations in the then existing settlements were made. 

Such then, in brief, was the position in the matter of the 
financial relations between the Central and Provincial Govern^ 
ments which was reached just before the War, The Reforms 
scheme brought a new ‘ angle of vision ' altogether. The dis- 
tinguished autliors of the Report on Constitutional Reforms 
recommended a further decentralisation and for a division of 
sources of revenue as between the Central and Provincial Govern- 
ments. They wrote (p. 131) : * Above all we saw that the existing 

financial arrangements between the central and local governments 
must be changed if the popular principle in government is to have 
fair play in the provinces. The present settlements by which 
the Indian and Provincial Governments share the proceeds of 
ceiiiain heads of revenue are based primarily on the estimated needs 
of the provinces and the Government of India disposes of the 
surplus. This system necessarily involves control and interference 
by the Government of India in provincial matters. Our idea is 
that an estimate should first be made of the scale of expenditure 
required for the upkeej) and development of the services that clear- 
ly appertain to the central sphere, that resources with which to 
meet this expenditure should be secured to the Central Government 
and that all other sources of revenue should be handed over to 
the Provincial Governments which thenceforth be responsible 
wholly for the development of the provincial services.’ 

The report recognised the difficulties of the task, for in 
essence the main improvement suggested the ‘ authors ’ was 
the abolition of divided heads, and so arranging the separate 
sources of revenue as would be sufficient for the needs both of the 
Central Government and the Local Governments. They recognised 
that provincial contributions for financing the Central Budget 
would be necessary on the basis of their recommendations and a 
small committee of expeiis was appointed to work out details of 
financiaJl adjustments. This committee presided over by Sir James 
(now Lord) Mestpn made specific recommendations about the 
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actual amount of contributions from each of the provinces to the 
Central Government. The authors of the Report on Constitutional 
Reforms were afraid that no decision could satisfy all the i)rovince» 
and they therefore recommended that ‘ it should be one of the 
duties of the periodic commission which we propose should be 
appointed to examine the develoxmient of constitutional changes 
after ten years’ exx)erience of theii‘ working*, to re-in vestigate 
the question of contrihutioiis to the Government of 

India. 

The Meston Committee recommendations x>^^^sed very few 
Provincial Governments. They had undertaken a difficult task. 
The ‘ historical ’ ditffinilties stood in the way and tEe committee 
felt that they hjid no authority, to criticise the military and 
financial x>olicy of the Government of India. They recognised the 
limitations of their task but valiantly ])roclaimed : * In arriving 

at this ratio we have taken into consideration the indirect contri- 
butions of tlie x^rovinces to the Government of India and in x)aTti- 
cular the incidence of the customs dutievS and income tax. We 
have inquired into the relative taxable cax>acitie8 of the x^roviiices 
in the light of their agricultural and industrial wealth and all the 
other relevant incidents of their economic positions including 
X)articularly their liability to famine. It should be observed that 
we have considered their taxable capacities not only as they are 
at the present time, or as they will be in the immediate future, 
but from the point of view also of the caxiacity of each province 
for expansion and development agricultiirallj" and industrially and 
in respect of imi3erfectly developed assets such as minerals and 
forests.^ When one remembers that this committee was appointed 
on the 5th February, 1920, and comideted their report on the 
31st March, 1920, we are reminded by their claims of Nietzsche’s 
^ Super-Man/ 

The Meston recommendations are now past histoiy. The com- 
mittee made two sets of recommendations — one for contributions 
for the year 1921-1922 and the other which was to be a standard 
80 long as Provincial contributions had to be paid. It was pi'ovid- 

P. 12 
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ed that whan for any year the Government of India detenninea 
as the total amount a sum smaller than that payable in the preced- 
ing year, a reduction is to be made in the contributions of those 
Local Governments only whose last previous annual contribution 
exceeds the proportion specified below of the smaller sum so deter- 
mined as the total contribution, and any reduction so made is 
to be proportionate to such excess : 


Madras 
Bombay 
Bengal 
U. P. 
Punjab 
Burma 
C. 1\ 
Assam 


17- 90 the. 
13-90 ths. 
19-90 ths. 

18- 90 ths. 
9-90 ths. 

6J-90 ths. 

6-90 ths. 
2^-90 ths. 


The one point that is bound to strike the student of Finance 
is this, that revenue sources or the amount of revenue of any 
Government, whether* provincial or central, must have some 
definite relation to the function or functions which some authority 
has to discharge. With the growth of a sense of provincial 
responsibility and with the necessity for decentralisation of func- 
tions to provincial authorities provision had also to be made either 
to assign revenues to Local Governments either by a separation of 
sources or other means. The Government of India Act provided 
in Appendix B, Devolution Rules, Schedule I, Part I, a list of 
central subjects. The chief of these are: 


1. Defence of India, and all matters connected with His 
Majesty ^8 Naval, Military and Air Forces in India, 
or with His Majesty’s Indian Marine Service, or 
with any other force raised in India other than 
military and armed police wholly maintained by 
Local Governments. 
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2 . External Relations. 

3. Relations witli States in India. 

4. Political charges. 

5. Posts, Telegraphs, Telephones including Wireless In- 

stallations. 

6. Customs, income tax, salt and other all-India sources 

of revenue. 

7. Currency and Coinage. 

8. Public Debt of India. 

9. Emigration from immigration into British India. 

Apart from the administration of the above, there are a number 
of other subjects which have been specified as under the Govern- 
ment of India. 

Scliedule IT of the Devolution Rules gives us a list of Provin- 
cial subjects, the chief of which are: 

1. Ivocal self-government, 

2. Medical administration, including hospitals, dispen- 

saries and medical education, 

3. Public health and sanitation, 

4. Education, 

f). Public Works, 

n. Water-supplies, irrigation and canals, drainage and 
embankments, water-storage and water-power, 

7. Tiund revenue administration, 

8. Famine relief, 

9. Agriculture, 

10. Co-operative societies. 

There are of course a number of other subjects classified as under 
provinciall administration. 
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This Paper does not propose to disciiss anything aho^ut the 
authority that ought to administer the collection of revenue or 
even of the propriety of transferring to Local Government parti- 
cular subjects or vice versa. The object is only to examine 
whether the tiansfer or division of functions as between the 
Central and Local Governments has been done with a view to the 
proper and efficient discharge of the responsibilities vested by law 
in the various adminivstrations. 

A suiwey of provincial subjects indicates without a shadow 
of doubt tliat the provinces require a continually expanding source 
of revenue, and also that other things remaining the same, the 
X)roper administration of the responsibilities of Provincial Govern- 
ments in the matter of xiroviding proper water-supply, irrigation, 
education, and iriedical relief is of vital importance to the popula- 
tion of the country. There is no doubt that defence is necessaiy, 
as mxich as the post and the telegraj)li, but life is more important 
still. If Provincial Governments starve their constructive 
activities to pjovide proper facilities for effective existence, the 
defence of the country becomes an illusoiy protection to the masses 
who suffer from want of adequate food, medical relief, and other 
such important things.^ The functions of the Central Government 
are undoubtedly of first class importance, but from the economic 
standpoint the functions of the Ijocal Government which the 
Government of India Act exi>ects the Local Govennnents to under- 
take are no less important. 

How then can we pool the resources of the country so that 
a mere equitable arrangement may be possilyleP There is no doubt 
that the matter is urgent, and even if the Simon Commission does 
not recommend political changes, if its inquiry will lead to a 
better division of the resources that would be a "distinct advantage 
to the country for the Provinces must go ahead in the matter of 
their expenditure on Education, SanitaiiGn and Agriculture. 

The Agricultural Commission has made a very ^ big ^ report 
running into 675 pages, and the total cost of the Commiasidh has 
been calculated at about Ks. 13,72,734. If the Government 
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sincere about Agricultural progress, and if this expenditure on 
the Commission is to be justified, there is no doubt that an amount 
many times more than that spent on the Royal Commission would 
have to be spent in each of the j)rovinces in India. On p. 672 
they write : ‘ The demand for a better life — in rural areas — can 
in our oi)inion be stimulated only by a (Icliherafe and concerted 
ehnrt to improve the general conditions of the country side, and 
we have no hesitation in affirming that the respoiuiJnlity for ini- 
tiating the steps requiied to effe<‘t this improvement rests with the 
Govermnent. If the inertia of centuiies is to be overcome, it 
is essential that all the resources at the disposal of the state should 
he hroupht to hear on the problem of rural uplift d The Com- 
mission are also very strong on the question of the development of 
Co-operative Societies. They write, ‘ We have no hesitation in 
recording our belief that -the greatest hope for tlie sal- 
vation of the mral mass€‘s from their crushing burden 
of debt rests in tlie growth and spread of a healtliy and well-or- 
ganised Co-operative movement based upon careful education and 
systematic training of the villagers themselves. If the rural 
community is to be contented, happy and i>iosperous. Local 
Governments must regard the (b>-operati ve movement as deserving 
all the encouragement which lies witliin their imwers to give.’ 
There is no end of advice to the pro%rinces as to what they might 
or not do or what they might do l)etter. Ihit where is the 
elastic source of revenue for such elastic demands which gTOW 
with every year. 

Thanks to Sir Basil Blackett, the Provincial contributions 
have, let us hope, l)een abolished permanently. Bui this is small 
relief except for certain provinces like Madras and the United 
Provinces. In presenting the Budget Estimate for 1928-29 Sir 
Basil said, ' ^VTrnt this budget does is to provide a surplus sufficient 
fiMlly to e,rtvnpt^4$h the Provincial contributions. The Pmvinces 
have now no further fears of a counter-attack. They can proceed 
to carry cmi great task allotted to them in the govemance of 
India wuth the knowledge that no part of the revenues at their 
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disposal will be diverted to the Ceatral Government's purse* Sir 
Basil also expected a recurring su/rplus tor the Government of 
India which ‘ they will be free to turn to new directions in which 
money can be usefully laid out for India's advancement.' 

Now is the time to consider the question of financial relations. 
The Simon Commission is sitting in the country, the Government 
of India have a ‘ balanced ’ budget, and the provinces have yet 
their demands imperfectly satisfied. So far as the sources of 
revenue are concerned, the Government of India's^ chief items are: 
Customs, Income Tax, Opium, Salt, Contributions from Railways, 
Miscellaneous. Tlie Provinces have Land Revenue, Excise, 
wStampp., Forests, Registration, Miscetllaneous. 

The figures given in Appendix A give the details of Revenue 
of the Government of India as also the Expenditure for the jyeriod 
from 1921 up to the present time. [Appendix B gives similar 
figures for the Provincial Governments except Burma.] 

One thing will l>e clear from the figures. The Provincial 
Governments have not been able to find adequate revenue for any 
great activities from current revenue and their exi)enditure has 
necessarily to be regulated to their income. The Central Govern- 
ment has, however, been able to find at least in some degree an 
elastic source in Customs and Income Tax. There is no doubt 
Permanent Settlement in Bengal which considerably affects the 
revenues of the province, compared with other provinces, but on 
the other hand Bengal has made attempts to improve her taxation 
in other directions. Still it is a fact that Bengal's income and 
expenditure are ridiculously out of proportion to her needs. Of 
the major provinces Bengal has the least revenue and spends leasts 
whilst her demands are as great as, and even greater than, the 
other provinces. There is no doubt that more money must be 
found for the provinces and more especially Bengal. No doubt 
if the time comes when the Permanent Settlement can be repealed, 
Bengal would come into line with other provinoes and add a few 
more crores to her revenues. But still the Provinces as a whole 
would need more and more revenue for their vital and growinif 
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needs. Already so far as income tax is concerned, it is a sort 
of divided-head between the Gt>vernment of India and the Pro- 
vinces.^ It appears to me that as a first step in providing an 
additional source of revenue to the Lo<*al Govemments, the In- 
come Tax while being administered by the Central Government 
may be transferred to the Provinces. The result will be that a 
sum of 15 crores or near about that would be released every year 
for the development of imi)ortant improvements in Provincial 
areas. The Provinces would get the amounts marked opposite 
their names as additional revenue : 



1 1 come Tax. 

Super Tax. 

Total. 

Madras 

l,ia,89,129 

18,72,146 

1,32,77,192 

Bombay 

2,48,56,291 

72,54,366 

3,21,11,310 

Bengal 

3,24,48,856 

2,45,40,572 

5,69,90,268 

U. P. 

59,24,465 

14,67,511 

73,81,976 

Punjab 

63,26, 73T 

5,60,588 

68,87,325 

B. &0. 

38,61,792 

18,30,121 

56,91,913 

C. P. 

31,59,869 

7,15,836 

38,75,705 

Assam 

17,98,167 

3,34,023 

21,32,190 


(Finance and Revenue Accounts of the Government of India for the 
year 1926-27.) 

, The question may well be asked: w’hat about balancing the 
Central Budget if this 15 and odd crores are taken over to the Pro- 
vinces. A way out should not be difficult. Retrenchment of the 
Centrall Government’s expenditure should have to be made and even 
if the Inchcape Committee’s recommendations are adopted in the 
main, some saving is bound to be. Secondly, as Prof. Seligman 
pointedly suggested to the Taxation Enquiry Committee, we 

1 Under Rule 18 of the Devolution Buies, as it stands at present, whenever 
the assessed itioome of any year of any province exceeds the assessed income of 
1980-81, the Local Government of that province is credited with an amount oal- 
oulated at three pies in each Bupee of the amount of such excess. 
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must examine, if anything can be done with the Tariff and if we 
can get a higher revenue there.^ We might also examine the sug* 
gestion of Seligmau for the introduction, of what he calls a * busi- 
ness tax ’ in India and explore the possibilities. 

It appears to me that a ‘ rough * balancing may be made 
possible by the following arrangement; The military expendi- 
ture should be brought down to 50 crores, an additional duty of 
4 per cent be levied on cotton imports into India; and thirdly a 
re-arrangement be made to divert more of the surplus profits of the 
railways to general revenues. The saving on the military would 
give us at least 5 crores, the Textile Tariff Committee estimated^ 
the 4 per cent additional duty to bring in at least 5 crores in the 
three ycais from 1927-28, and if the Central Government insists 
on diverting less to the Eesei’ve Euiid of the Ba.il ways, they might 
appreciably increase their share from Railway j)rofits.^ An addi- 
tional 3 crores contribution to central finance from Railways is 
not a difficult possibility. If we examine the problem impartial- 
ly, it will be found that the Central Government would not appre- 
ciably suffer, whereas the Local Governments could forge ahead 
and might reduce dirt, divsease, and death from many areas in 
India, thus increasing the taxable capacity of her people by 
making them less unhealthy and more educated. 

If, however, the Government of India is unwilling or unable 
to transfer this source of revenue M) the Local Governments, the 
next best thing would be for the Central Government to take back 
^ Education ’ as a central subject and find the necessary amount 
for expenditure on the growdh of education. [The detiiils of the 
figures of expenditure on Education in the different Provinces 
are given in Appendix C.] It will be found from the latest figures, 
that of 1926-27, that the Provincial Governments have to spend a 
little over 11 crores for the * discharge of their responsibility for 

2Beport, Taxation Bnctniry Ooromittoe, Vol. tl, p. 9. 

3 Report, Tariff Board {Textiles^ p. 200. 

^ Vide Appendix B* 
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the spread of Education.’ There is no meaning in saddling Pro- 
vincial Governments with the responsibility for administration of 
very responsible subjects wherein a bold and forward policy would 
be the only possible course, and providing them with inelastic 
sources of revenue. The expenditure of only 2 ciores on ‘ Agri- 
culture ^ in India by all the Provincial Governments together is 
a veritable scandal. No wonder that the Agriculturist knows 
mighty little of the Department or its activities in the different 
provinces. The expenditure on * public health ’ by all the Pro- 
vinces does not exceed 2 crores. No doubt retrenchment of ex- 
penditure in the Provinces would be as much necessary as in the 
Central Government, but even when every re-adjustment is made 
Provinces w’ould require ever-growing sources of revenue. I do 
not agree that the re-transfer of education to the Central Govern- 
ment is an ideal solution, but it appears the best under the circum- 
stances, It has at least this merit that the Government of India 
woiild be compelled to have their full share of responsibility for 
the uniform development of Education all over India, and might 
in some way remedy the ill-regulated and un-co-ordinated attempts 
at developing Education by Provincial Governments with extreme- 
ly limited sources of revenue to expand their activities. Additional 
revenue for the Central Government may yet be found in a limited 
degree by a re-adjustment of the faulty system for the due dis- 
charge of its * legitimate ’ responsibilities. The field must be 
explored. 
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APPENDIX B 

Revenues of the Provincial Governments 


ClStlTRAL AND PROVi. FIKANCIAL 


Relations 38l 



1926-36 18 , 18 , 98,689 16 , 16 , 61,801 10 , 30 , 63,430 11 , 17 , 48,183 5 , 36 , 14,115 9 , 04 , 38,208 2 , 88 , 21,407 0 , 64 , 92,774 

1986-27 14 , 17 , 01.929 16 , 23 , 67,419 10 , 70 , 94,692 11 , 33 , 80,288 6 , 74 , 38,036 11 , 46 , 69,756 2 , 43 , 20,933 6 , 06 , 00,284 

g ^ill be noted that Provinces have not brten able to increase their revenue or expenditure to an} serious degree 
number of case*. 


APPENDIX C 

Expenditure on Education from Government Funds 



18 hardly necessary to point out the expenditure on education from Qoyernnient Funds is ridiculously inadequate to 
^ucato the masses of the population eren in the rudiments of the 3 R's. The disproportion of the application of even 
these limited resources is found in the fact that Primary Education is starved and University fiducation receive 
greater attention at the expense of the less pretentious but equally necessary preparation for life. 

[Statistics of British India (Fifth Issue) ; Finance and Accounts of the Government of India, 1936-SI7.] 
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Note: 


APPENDIX D. RAILWAYS 


(1) In cousideratiou of fche Railway finances being separated from the general 
finances of the country, the general revenues receive a definite annual 
contribution from Railways which is the first charge on the net receipts 
of Railways. 


(2) The contribution is based on the capital at charge and working results of 
commercial lines and is a sum equal to one per cent on the capital at 
charge of commercial lines at the end of the financial year next but one 
preceding, plus one- fifth of any surplus profits remaining after payment of 
this fixed return, subject to the condition, that if in any year Railway 
revenues are insufficient to provide the percentage of one per cent on the 
capital at charge, surplus profits in the next or subsequent years will 
not be deemed to have accrued for purposes of division until such 
deficiency has been made good. 

(8) Any surplus remaining after this payment is carried to a Railway Reserve 
provided that if the amount available for transfer to the Railway Reserve 
exceeds in any year three crores, only two-thirds of the excess over 
three crores is transferred to the Railway Reserve, and the remaining 
one-third accrues to general revenues. 


Railway Statistics 


! 

Y ears. j 

i 

Contribution 
to Central 
Revenues. 

Depreciation 

Fund, 

1 

Reserve Fund. 

1026-36 ... 

i 

6,09,88,083 

10,66,87,990 

8,79,30,073 

1036-27 ... 

6.00,86,886 

11,04,11,000 

2,70,07,000 

1027-28 ... 

5,48,08,465 

11,60,00,000 

4,76,00,000 

1088-80 ... 

5,50,00,000 


8,50,00,000 


Note , — It may be noted that the Finance and Revenue accounts of the 
GoTernnient of India for 19516-37 give 11,37,63,861 as the total balance on 
8l«t March, 1927, which with 3,60,00,000 make up a total of Rs. 15 crores on the 
81st March, 1928, in the Railway Reserve Fund. 
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The Depreciation Fund shows a credit of 8.58,404481 oh the 81st March, 
1927. It may be pointed out that since proper provision is made for ^ I^precia^ 
tioD ^ it is hardly necessary to develop a big Reserve Fund from revenues, and ^ 
the General Revenues may well claim an increased share of oontributton. 
The whole arrangement may be reconsidered with a view to securing to the 
general Revenues a sum not very much below 10 orores annually* This may 
be done either by increasing the percentage contribution from one to two 
per cent or by increasing their share of the surplus- 



A REVENUE SYSTEM FOR INDIAN CENTRAL 
AND PROVINCIAL GOVERNMENTS 


BY 

T. K. Shahani, 

Samardas College, Bhavnagar, 

With the advent of the Simon Commission the question of a 
well-adjusted Be venue system for India has again come to the 
forefront; for no constitution, however well devised, can produce 
a workable scheme of Government without the support of an ade- 
quate machinery of Public Finance. The Montford recommenda- 
tions as ultimately adopted by the Meston Settlement, no doubt, 
took the first step in placing the financial relations between the 
Central and Provincial Governments on a federal basis ; but with 
the best of intentions they failed to give satisfaction to everybody 
and caused, in the case of some provinces at least, a sense of deep 
discontent which must necessitate a revision of the settlement. 
Since the inauguration of the settlement quite a volume of criticism 
has been levelled against it by the Press and the different Legis- 
latures and Governments of the country ; but no satisfactory 
solution has yet been offered from a place of authority. The 
writer of this paper was among the first critics of the Meston 
Settlement; for even before the scheme had come into operation 
and the Provinces hod stai'ted their tale of woe, he had, as a atudent 
of Federal Ckmatitution and Federal Finance, seen some funda- 
mental defects in the scheme which augured ill for its success. 
As the result of a little study of this subject he, on two successive 
oecasions (December, 1920 and March, 1922) read, on this theme, 

m 
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papers from the platform of the Indian Eoomomic Coiifereiice ^t 
Allahabad and Patina which were d\ily printed in the Journals 
of that Society; but as the principles enunciated therein have not 
yet had sufficient publicity, the wiiter ventures a^ain to put forth 
his views before the Economic Conference in the hope of their 
beings helpful to the future framers of a Revenue system for India. 

To appreciate our difficulties in devising^ a Revenue system 
suitable and adequate for all our Governmental agencies, we ought 
first to realise the peculiar type of Government we in India are gra- 
dually evolving to which there is no exact parallel in the history of 
the world. The financial system of a country bears a close rela- 
tion to the nature and form of its Government. British India 
of the days of the East India Company took nearly 80 years after 
the battle of Plassey to control the centrifugal tendencies of the 
place and centralise all Governmental finance and legisslature in 
the hands of the Governor-General-in-Council at Calcutta. To 
give this vast country a sense of national consciousness and 
solidarity it was neeessary to focuss all Government in one centre 
and give it a thoroughly unitary bias which India had never before 
witnessed. Administrative and legislative convenience, however, 
made it imperative for the Central Government to shed, bit by 
bitj^its unitary form and adopt measures of decentralisation which, 
in course of time, developed Provincial consciousness and accus- 
tomed people to demarcate Provincial functions of Government 
from the Imperial or the Central ones. Government of India 
of course, continued to treat Provincial Governments merely as 
its agents and never slackened its hold over the purse strings of 
the country. But when the Montford Reforms made the fullest 
use of this growth of Provincial consciousness and Provincial 
machinery of Government and took the revolutionary step of bring- 
ing into being a measure of Par^liamentary-Responsible-Qovmi- 
ment in the Provinces, — no more as mere agents of an all-powerftti 
master biit themselves nearly complete masters in their own house, 
a very different complexion had to be given to the financial rdia^ 
tions of the two to suit the changed conditions, 
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Prior to the Act of 1919 as the Provinces simply performed 
certain functions devolved on them as agents of the Central 
Government, financial settlements between them and the Central 
Government shifted from time to time and were gradually based 
on the principle of the division of the collection. The master 
(Imperial Government) was, however, ultimately responsible for 
supplying deficiencies and the Imperial “ doles ’’ and the Provin- 
cial scramble for the same formed some amusing features of that 
system. But with the introduction of a measure of autonomy in 
the Provinces it was found necessary to provide them with a 
revenue system which should, presumably, leave them, for the 
purposes of the adequate discharge of their functions, independent 
of the Central Government funds. The responsibility of finding 
Provincial revenues was thus* definitely shifted on to the shoulders 
of Provincial Ijegislatures which wei^e required to explore for 
funds within a narrow field devised on the principle of segregation 
of sources of revenue for each Government. How the scheme did 
not pay due regard to some of the fundamental principles of 
Federal Finance and therefore caused considerable hardship, will 
be presently showm. But before that, a passing reference may 
be made to the fact that the Provincial form of Government called 
Diarchy contributed not a little to the difficulty of making Pro- 
vincial finances function properly. Provincial Government was 
cut up in two poriions, and the Reserved half still looked up 
to the Central Government as the body to whom they owed res- 
ponsibility for their conduct, although for their financial require- 
ments they were subject to the vote of the Provincial Legislatures. 
The Provincial budget was to be framed as one document including 
expenditure both for the Reserved as well as the ** Trans- 
ferred ** parts; but, whereas in the latter half the demand of the 
Ministers was to be in harmony with the Provincial Tax-payers’ 
eapiacity to bear the burden-consistent with the everyday maxim 
of an economic man, riz., cut your coat according to your 
elo^,” the other half, inz., the Reserved ” Departments would 
insisi on their ^ pound of flesh * in the interest of Efficiency^ and 
F, 14 
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aa tile members in charge of those depaiianents were not r^pohsible 
to the local legislatures and therefore not responsibie to the elec- 
torate, their demands had no reference to the measure of conhdence 
they might forfeit in the event of adverse criticism. This arrange- 
ment inevitably led to wrangles in the Provinciail Executive 
Goveniment and made ministers — the weaker half— bitter against 
Diarchy. This constitutional aspect of the Provincial Budget has 
been here referred to only with a view to illustrate how it intensi- 
fied the hardship of working a restricted field of finance allotted to 
some Provinces at least. If the field had been more spacious or 
more productive, the country might have been spared the frequent 
cry of the unworkableness of Diarchy. 

In all fairness to the fiamers of the Meston Settlement it 
must at once be conceded that in launching a very revolutionary 
scheme of converting a strong centralised unitary government into 
a comparatively looser form of government called federative with 
possibilities of Provincial patriotism, they were natura;lly anxious 
to see that the Central Government w'as at all costs aw/ply pro- 
vided for by way of funds. The parent government stood for 
the safety, the integrity and the dignity of the who^le country. 
Very justifiably this consideration earned immense weight with 
them. The children states — ^the Provincial Governments — on 
which a new type of existence had been conferred as a boon may 
rest content and be thankful for their new position, making the 
best of the portion settled on them. They, therefore, provided for 
the Central Government a revenue system which not only 
guaranteed them certainty for normal as well as emergency 
financiering, but ample scope for elasticity of income as if thel 
functions assigned to the Central Government were of such a 
developmental nature as would require considerable cMcpaudini^ 
revenue from time to time. Thus in their anxiety to fortify the 
position of the Central Goyernment they did not pay suffi- 
cient regard to two of the root maxims of Fedeml Finance, viz^r 
(1) to devise for the two different spheres of Government a revenue 
system which has close correspondouce to the af the 
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Uom the two have to perform, (2) to demarcate the fields for 
exploring all its funds in such a manner that each Government is 
financially self-contained and finds aill its revenue out of the 
sphere of functions allotted to it. It will, therefore, be the pur- 
pose of this paper to develop these points and incidentally, sub- 
mit a scheme for financial re-adjustment which may, possibly, suit 
this country. 

The fundamental principle of modern public finance is that 
all revenue is provided direcliy or indirectly out of the pockets 
of the citizens in response to an established demand for public 
expenditure. This demand again is dependent on what a Govern- 
ment is expected or required to do for the people constituting the 
Government. We have already said that in India we have now 
two fairly well-demarcated spheres of Government with specified 
functions allotted to each. The nature of the functions perform- 
ed by each Government deteimines the character of its expendi- 
ture. In a Federal arrangement this point needs utmost emphasis. 
The tax-payer is one. He has to feed two masters (nay, three, if 
Local S^lf-Govemment is to be considered separately). He has, 
therefore, to take care that each is indeed adequately supplied 
(but not glutted) with funds in accordance with what is required 
of it to do. A brief analysis of these functions with their cor- 
responding charges may be a little helpful at this stage. 

The very first function of the Central Government is Defence 
with which there can be no tami)ering. For the successful per- 
formance of this function it is imperative that the Central Ex- 
chequer is guaranteed absolute certainty of funds derivable from 
known and definite sources of revenue accruing from the fields of 
the Central Governmental activity. But while for the safety of 
the country it is incumbent to make due provision of minimum 
revenue, it is not quite w’holesome for the country to overfeed this" 
department by placing before its custodian, the prospect of an 
elastic and expanding source of revenue. It is arguable ijhat 
witb every improvement in international relations and in our 
immediate envi|onm the expenditure under this item may d^ow 
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a tendency to decrease. At any rate, under normal conditions, 
it will be no part of sound dnance to make ample provision above 
tfae safety-line only because the Army Headquai'ters will imagine 
every point on the frontier vulnerable or see no end to the per- 
fection of ^ mechanisation ’ devices. The Government of India 
resom''ces of revenue ought, therefore, to be certain without being 
very elastic. The Emergency of a War is best handled by ‘ Emer- 
gency ' Financiering in the shape of public loans behind which, 
of course, stand all the national resources and all the national 
wealth which will have to be requisitioned to meet that kind of 
national calamity. Therefore it is not essential for a revenue sys- 
tem to provide beforehand for ‘ exigency * financiering. The 
ordinary methods adopted by all modern Governments will be found 
serviceable in this country as well. Defence and national debt are, 
then, the two most outstanding items of expenditure incurred by 
the Central Government. 

Next to safety, Government of India stands for those unify- 
ing factors which give a sense of solidarity and integrity to the 
whole Indian world and at the eame time prevent the possibility 
of provincial conflicts and jarring interests. Commerce and 
industry with their necessary concomitants, e,^., Railways, 
Currency, Customs and its counterpart^ — Excise, Marine, and Air- 
craft — including all matters of communication, Posts, Telegraphs, 
Commercial Stamps, etc. — all stand legitimately within the orbit 
of all-Indian functions. Revenue realised therefrom goes admit- 
tedly to the Central Government, which alone is responsible for 
the effective functioning of these departments. Scrupulous regard 
for this demai*cation of functions will help us to respect the priii- 
eiple of Federal Finance that enjoins on every sphere of Govenunent 
within a Federation the necessity to appropriate funds for public 
expenditure only out of those public undertakings for which it 
and it alone is responsible. Absolute segregation of functions and 
Revenue reso'uroes accruing th^efrom is not a mere academic 
proposition. All charges are voied by Legislatures. The 
India Legislature which coi|oemf itself wijh #l-|n4m 
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must in normal times let its Government live within its own with- 
out encroaching upon the Provincial Domain, the custodian of 
which is the Provincial liCgislature. ^ 

The Govei’nment of India Expenditure in the present times 
stands in the neighbourhood of 130 crores under the following 
main heads (1927-28) : 


Genernl Sfnteinent of Expenditure 


Bs. 


Hallways : Interest and Outer Charges (as per 
Railway Budget) 

Debt Services 
Military Services 

Irrigation, Post, Telegraph' Civil Administration, 
etc. ... ...' 


29.49.05.000 

15.74.34.000 

56.72.49.000 


28,04,12,000 


And the Revenue provided for the same stands 
as under : 

Railways: Net Receipts (as per By. Budget) 
Customs 

Taxes on Income 
Salt (Excise) 

Opium (Excise) 

Irrigation, Posts and Telegraphs, Civil Adminis- 
tration, Currency, etc. 


Total 


34.97.13.000 

48.73.37.000 

16.95.05.000 

7.00. 00.000 

3.00. 00.000 

1,03,04,96,000 


1,30,00,00,000 


Now consistent with the second principle of Federal Finance 
mentioned above, viz,, that each sphei^e of Government ought, 
as far as possible, to find revenue out of its own field of activity, 
Railways, Customs, and Currency are rightly appropriated by the 
Central Government, which is responsible for solidarity and one- 
ness resulting from freedom of communication, guarantee of a 
itnifor||;i m^iuni of exchange and equal treatment to in tho 
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matter of trade and commerce. Here the national State fulfils its 
essentiat function of givings a sense of unity to the country. The 
most necessary supplement of Commerce is Industry; and Gov- 
ernment of India Has rij^htly started recognising' its obligation 
to the growth of the latter as well. Quite consistent with its 
function of bringing about unifying influences and of preventing 
ail causes of Provincial rivalries and friction, Government of India 
alone can undertake the fostering and nourishing of Industries. 
Now Industry is a comprehensive term. At one end it includes 
the manufacture of salt which Government sells to the Indian 
citizen at a monopoly price varying according to its financial needs 
and therefore capable of being a good paying head of Bevenue, 
and at the other end a bounty-fed concern which will, for some 
time at least, tax Government funds to enable it to feel its feet. 
But as such an Industry will always require to be protected from 
foreign competition, the tariff wall raised on behalf of it will 
generally bring in some revenue to the Central Exidiequer in the 
shape of Customs. When the Industry is in a position to bear 
taxes on its outturn consumed in the country itself, it is, in the 
language of Public Finance, said to pay Excise or Excise Duties. 
Under this heading, at present, Salt and Opium are the only two 
Industries contributing to the Bevenue of the Central Exchequer. 
A short while ago Excise Duties on Co-tton Manufactures of India 
came under the same category. Opium Excise Bevenue in the 
days of Lord Curzon gave the Central Exchequer substantial wind- 
falls and consequently helped it to build a p'lethora of surp^luses. 
It is suggested in some quarters that manufactured tobacco could 
be a welcome and profitable field for Excise Duties by Govern- 
ment of India. The Indian Taxation Enquiry Committee esti- 
mated it at 1,45 lakhs of rupees per year at the minimum inci** 
deuce of only one anna per head per year. Any Industry there- 
fore, of a sufiSciently productive nature and of a fairly wide baaiSi 
can, very legitimately, come under the Government of India Ex- 
cise arrangemeiit. The only anomaly in the pr^nt position is 
<;he <?ountiy-made Foreijprn Liquor and * the coiintry spirit - wliioli 
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ate left as Provincial head of Bevenue. There is. no particular 
point in this except that local conditions are perhaps consulted in 
producing a particular quality of country spirit or that, as a herit- 
age of the past. Provincial Governments have stuck to it, as they 
have found in this “ restrictive Excise ’’ a fruitful field for funds 
by turning to the best account the common habit of using country 
liquors. This anomaly has jversisted all along; and one and only 
one industry has thus been left out of the Industrial Taxation 
System of the Central Government, and it is at present the only 
product of the country subject to all sorts of impediments in the 
matter of free movement in the coxintry, as Excise Laws taboo 
the carrying of this commodity from one Excise Division to 
another. If steps were taken to bring it within the entire Ex- 
cise operation of the Centi'al Government — and let the industry 
of count ly-made liquors take its rank with other industries as an 
All-India industrial outturn — tliere would be the further advant- 
age of easily detemiining its fate. No scheme of prohibition has 
any chance of success if isolated Provincial action is taken in the 
matter, and that again in the face of the fact that imports of foreign 
liquors are, except for a small local cess recently inta^oduced by 
Bombay and Bengal, entirely a concern of the Central Govern- 
ment. The first necessary step in this direction is that alii ‘ liquor ’ 
revenue raised by the country — at present consisting of two items 
— ^the ‘ Central ^ levied in the form of Customs duties on foreign 
imports, and the Provincial, obtained out of the Restrictive Ex- 
cise over country-made intoxicants— -ought to be merged together 
in the Central Exchequer. If then at any time hereafter the 
country makes up its mind to go ‘ dry,’ the question of foregoing 
so much revenue will be pioperly envisaged by the whole country 
and fully discussed in the Central Legislature. There is still 
another reason why Excise Administration of Country Liquors 
should go to the Central Government. India is interspersed with 
autonomous Indian States, each with its own Excise arrange- 
ment. These States, in a majority of cases, have direct reflations 
with the Central Government. No national change in the Excise 
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policy is likely to materialise without the eo^operatioii of theae 
TStates — ^which co-operation it will be only in ttie province of tike 
Centml Government to secure. 

Customs and Excise go hand in hand. If the sudden out- 
break of war cuts off foreign commerce, the navscent industries of 
the country naturally speed up and find a good market in the 
country itself. Their profits, at a time when customs are low, 
can invite the financier’s attention — ^and the imposition of Excise 
Duty then becomes easily bearable. The Central Government 
alone is entitled to reap where it alone has sown. In course of 
time the Excise Revenue accruing to the Central Govemment out 
of this industrial growth will bulk largely in the Central Budget. 
Customs and Excise, along with fairly growing heads of profits 
under Railways, Currency, Posts and Telegraphs and Commercial 
Stamps, will quite suffice for the requii*ements of the Central Gov- 
emment which in addition to its functions of giving protection 
and commercial unity and industrial solidarity to the 
country has the responsibility of the compilation of All- 
India Statistics and of investigating State and interna- 
tional questions by the appointment of bureaus or com- 
mittees. The expenditure under this head is likely to be 
of expanding nature; and Succession or Inheritance Duty may be 
held in reserve and utilised if necessary. Thus a very large field 
of Indirect Taxes supplemented by direct taxes realised out of 
Inheritance Duty will easily meet the normal grow^th of Central 
Govemment Expenditure. 

In the little sketch of a revenue system for the Central Gov- 
ernment given above care has been taken to provide for absolute 
certainty of revenue in the ca^e of the Central Exchequer along 
with a modicum of elasticity of revenue obtainable from Customs, 
Railways, Excise, Inheritance, Currency and Commemal Stamps 
— ^all expandable heads— on account of the slow and steady opera- 
tion of the growing wealth of the country. This has been done 
in view of the nature of its protective and unifying functions whieh 
require limited but certfun re^nu^ff* Apart few 
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which are now put on the bases of a commercial concern with 
sufficient provision for their development, the only developmental 
function reserved for the Central Government is the supply of 
Statistics and the undertaking of economic investigations which 
must keep growing in volume and expenditure. For that in- 
creased expenditure a sufficient allowance has been made in the 
foregoing sketch. Kegardiiig its heaviest item of expenditure, 
viz.^ 60 crores of rupees for defence apart from the fact that 
further retrenchment may possibly be eff'ee*ted, the British Indian 
Tax-payer ma^- reasonably ask whether it is e(|uitable to saddle 
him with all this burden when his neighbour in Indian States 
enjoys all the aelvantages of this Defence without proportionate 
sacrifice. Most of the States maintain their small forces, partly 
as an appanage of their sovereignty, partly foj more effective police 
purposes, but mostly in response to the Imxierial demand. The 
total expeiiditure on such forces is considerably under 4 crores of 
rupees. With the excejition of Hj'derahad and Mysore where the 
Military cost is about 10 i>er cent of the total revenue, most of 
the Darbars keep their military expenditure within 3 to 4 per cent 
of their yearly income. This is entirely to their credit, as they 
evidentl 3 ’^ like to have the vei'y minimum of this necessary evil. 
For purposes of national defence or emergency these foi^es are 
expected to fall into line Avith the military strength of British 
India. The whole of India thus spends roughly 64 crores of 
rupees out of which British India, the major partner, spends 60 
and Indian States 4. Obviously there is not much fairness in this 
aiTangement. The case of Indian States claiming practically an 
exemption from military charges on the score of ancient treaties 
and engagements with a proprietary Government like the British 
East India Company ilieds some investigation as much as, on 
the other hand, does the question of their share in Indian Customs 
and Currency Bevenues, need looking into. The claim of both 
sides ought to be adjusts in a true Federal spirit. The Indian 
States are an integral and valuable part of India ; and statesman* 
ship should easily find ways and means to cement the two into a 
F. 15 
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good Federal ITiiion and a Customs Zoillvei^ein without ixnpairiug‘ 
the internal soveieignty of the States. The framers of a revise<l 
system of Indian Revenue eaniiot conveniently burke this issue. 

In assigning to the Central Government Customs and Excise 
as the main heads of revenue along with Inheritance Duty as a 
reserved field, the writer has kept in view the important financial 
princii>le that every Government must find its fund in the Depart- 
ments it runs and out of the field it is directly concerned with. 
Income Tax which at present figures prominently in the Central 
Budget (16 Crores) has, in this scheme, been kept out of the Cen- 
tral operation and reserved for the provinces to which it appro- 
priately belongs. All the income-yielding private property, all 
the professions and most of the income etinied by services are 
within the orbit of the Provincial Government; and it is the Pro- 
vincial Government, again, whose function it is to provide for the 
education, health, police-protection, justice, road convenience and 
municipal-amenities of life in the case of urban as well as rural 
population ordinarily assessable under Income-tax. All the de- 
velopmental and nation-building beneficent functions are provin- 
cial. The money demands for the same will always keep grow- 
ing ; and the only way to meet them is by providing for them an 
elastic source of revenue like the income-tax w’here a pie or two 
in the rupee added or subtracted as the Government needs w^ar- 
rant and the public opinion confirms will keep the Provincial Ex- 
chequer easy. Consistent with the healthy look of the Province 
the income-tax may well keep growing and may, in its turn, make 
the Province still healthier. In the case of commercial or indus- 
trial undertakings of individual or joint-stock nature where the 
income is obtained not only from all over India but perhaps from 
several other parts of the world as weltf income-tax may, fairly 
speaking, be assigned to the Province which has tlie headquarters 
of the firm. The original financing of such concerns is gmierally 
the work of one particular Province which, so to say, makes thmn ; 
therefore it is not improper if a small share of the nches brought 
into being by these enterprisers is appropriated by the^^^^^t^ 
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ment of the Province that origrinally nourished them. The diffi- 
culty of localising large commercial and industrial earnings in 
highly industrialised countries like the IT. S. has induced econo- 
mists like Seligman to mark off income-tax as a Federal Source 
of Bevenue. Indian conditions are by no means the same. Most 
of the earnings are still Provincial. TJniformity of the adminis- 
tration of income-tax lavs is not difficult. Moreover, whatever 
little hesitation the public financier may have regarding the 
suitahilitij of income-tax as a Provincial head, the argument of 
adequacy of Revenue no less respected by Seligman leaves no 
doubt in the matter. That the Provinces must have adequate 
Revenue capable of elasticity in responses to the ever-growing na- 
tion-building demands, becomes a controlling factor to determine 
income-tax w’holly in favour of Provinces. Government of India 
may be left to reach big ioitunexS by the operation of Inheritance 
Duty ; but under the normal operation of income-tax and super- 
tax these private fortunes should come within the purview of the 
Provinces of their birth or domicile. 

A glance at the present figure of the total yield of income- 
tax (16 croies) will show that the amount is a little less than the 
total revenue on Excise (Country Liquor and other Intoxicants) 
w’hich it is juoposed by this memorandum to surrender to the 
Central liegislature. < )bviou8ly by the proposed arrangement the 
Central Government b»ecomes richer by nearly 3 crores and has, 
in addition, the prospect of Revenue from Commercial Stamps 
which, consistent with the principles of Federal Finance followed 
in this paper, has been advocated for the Central Government. 
How then does the Provincial Goveimment stand to gain by this 
exchange P First and foremost by the fact that income-tax is an 
elastic source of Revenue which the Liquor Excise is not. The 
healthier the Society, the more of personal and property income 
it shows and, therefore, the more of income-tax is available even 
tibough the rate be the same. Moreover, as needs expand and the 
tax^payer is convinced of a substantial quid pro quo in the shax>e 
of more progressive outlook for the Province— he will not mind 
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putting his hand into his pocket for general welfare. A healthy 
sense of rivalry may well grow' hetw'een Provinces to contribute 
to the health, happine.ss and uplift of the population. An easily 
expanding levenue can be best provided for only through income- 
tax. Increase in T^iquor Excise is, on the other hand, scarcely 
a matter of congiatulation to the society that shows it as a grow- 
ing head of income. It is true that at present they bulk largely 
in the Provincial Budget; but no Provincial Chancellor of the 
Exchequer is ever reported to have given his blessings to it. Once 
the Excise on Liquors is grouped wdth the rest of Excise on all 
Indian Industries that are capable of bearing it — and the Cen- 
tral Government has become the custodian of the entire field of 
Excise, Indian public opinion will help the Central Government 
— Finance Minister to de<ude whethei* all Revenue realised from 
the manufacture as well as imx^orts of intoxicants can be sacrificed 
in the interest of prohibition. No Provincial Government, there- 
fore, has a reason to shed a tear over giving up a dubious and 
slippery head of Revenue like Liquor Excise for a healthily grow- 
ing and elastic head of Revenue like income-tax. 

Taxes on all kinds of income and property, services wuthin 
the orbit of Provincial functions like Irrigation- works, and mono- 
polies like forests are then the principal heads of Provincial 
Finance. Regarding propeHy, in an agricultural country nothing 
can be more handy for the purposes of levying imports than pro- 
j)erty in agricultural land. Therefore land revenue in India, as 
in most of the ancient countries of the world, has been perhaps 
the surest, the oldest and the most lasting asset in public Finance- 
When other kinds of property, Industrial and Commeicial^ 

had not yet emerged or had at best occupied a very insignificant 
place in the economic life of Society, practically all the needs 
of Government had to be satisfied out of the Land and the Landr 
lord. So gieat was the importance attached to this agency of pro- 
duction that ancient kingships, when they did not much insist on 
kingship with divinity, generally took the form of tei^ritorial 
kingship, first claiming the ownership of ail land .and then, 
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celling out a major portion of it among their immediate followers 
by some kind of Feudal tenures. The share of the State (t.c., 
the King) in the product of the soil was a feature of all early Goa- 
eruments ; but when people’s representatives gradually earned the 
right of voting supplies to the King, this share in the product of 
the soil soon got merged with the rest of imposts and took the form 
of a tax on the income from land, and had got to be voted by the 
Legislature like any other supply. Latei* on, again, when the 
principle of progression in income-tax came to be generally accept- 
ed, income from agricultural land being treated as any other in- 
(‘ome, found the same principle of progression api)lied to it as well. 
Tliis is Avhat all countries acting up to the principle of equity 
ill modern Public Finance have adopted as their policy in regard 
to incomes from land as from any other income-yielding proxierty. 
India is the most notable exception to this reform. Owing to a 
persistence of despotic GoA^ernments the propiietary conception of 
the State lingered here much longer than anywhere else. If all 
that Avas in the country belonged to the Sovereign, land, of course, 
would not be an excex)tion ; but the only way to make it pay was 
by iec‘ognising the rights of others as well — either big landlords 
or small xieasant iirojirietors or village communities ; and tliis 
resulted in a sort of some definite share of the produce of the soil 
UvS iierjietually vested in the State. The British Government of 
India inherited this state of things from the x>ast; and even Avith 
the introduction of the Inidget system under which Finance Bills 
had to be passed by the liCgislature, Land Revenue Avas withheld 
from the puiwiew of the liegislatures and treated as an executive 
measure, from wliich i^aleolithic state of thing^s the last Joint 
Parliamentary Report tried to lift ux> the Provincial tax-payer 
by recommending the ProAuiicial ExeciitiA^e to approximate Land 
Rev^enue business to any other Legislative or Financial measure* 
We are now api>i()achii»g that <*oiistitutional stage wheie Land 
Revenue cannot but be classed A^^ith any other tax voted by the 
Legislature. The ProAuncial Legislatures will then decide if and 
to what extent income from agricultural land is distinguishable 
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from other iucomes and therefore exempted from the operation 
of income-tax, — whether, in other words, it is equitable to tax 
a big Zamindari of 50,000 acres at the flat rate of bo many rupees 
per acre as is imposed on a bolding of, say, only 5 acres or even 
less, — whether the tax-bearing capacity of all holders of land is 
to be measured by the same rate of imposts, — ^and whether, again, 
exemption at the bottom and some arrangement of progressive 
taxation at the top is to be extended to agricultural incomes as 
well. All such questions will have to be fairly and squarely 
faced by the future electorates that will be responsible for supply- 
ing adequate funds to their own autonomous future Provincial 
Governments. Prejudices die hard and privileges enjoyed for a 
very long time are not easily abandoned. But when once for all 
it is clearly realised by the autonomous Provinces of India that 
they have to live within their own and income-tax is the very 
tap-root of their Revenue system, they cannot but ask the big 
landed interest to bear their legitimate share of taxation. The 
Permanent Settlement of Bengal, for instance, cannot then stand a 
moment’s scrutiny ; but it wdll be fundamentally for the electorate 
of Bengal to determine this point. Perhaps the Landlords them- 
selves may come to appreciate the value of the changed conditions. 
Tyranny is said to be a poor provider; but under Provincial Self- 
Government the Landlords as the most responsible class of oitiaens 
and as the natural leaders of the country, may easily realise the 
untenability of their position in this matter, and oJfer to bear equit- 
able burden. In this connection the Report of the Indian Taxa- 
tion Enquiiy Committee is not quite discouraging. They have 
consideied the Large Landlord as perhaps the most lightly taxed 
man in India in proportion to his income. This, as they say, 
has “ led to one of the most important of the recommendations in 
the Bepoit, namely, that some element of progression should be 
introduced into the contribution of this class which, according 
to the Report, may take the form of the imposition of the income^ 
tax or something in the shape of general probate or Inheritaliibe 
Duty, One member of this Committee, Sardar Jogendra SihiSf^ 
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has, however, a very pronounced attitude on this question. The 
separate minute submitted b3' him does great credit to his states- 
manship and fair-mindedness. On this point of taxing agricul- 
tural incomes he says: “ The principle of taxation should apply 
without an^' variation to the non-agricultural and agricultural 
population, bearing in mind that net income is the sole and 
immediate source of a tax, whether it is derived from land or 
from tnide or from manufactures of raw materials.*' Theoretical 
justification apart, let us remember that need is alwa^’s a valid 
cause of change against Historic Prescription. 

To sum up : the changes proposed in this scheme of a Bevenue 
System for India are — (1) the transference of * Excise * on Intoxi- 
cants from the Provinces to the Central Government to bring all 
industry in one group and under one Governing body, and (2) to 
class income from land with i'ncome from othei* sources and treat 
all personal and propertj^ incomes as the Provincial source of 
Bevenue under the lumding of income-tax governed bv the rules 
and regulations relating to the operation of incomtvtax, to be 
altered and adjusted from time to time hy the Provincial Legis- 
lature in the light of the circumstances of the Province. To what 
extent the principles of exemption and progiession can be rigidly 
and uniformlj^ applied to all kinds of income, mu\" be left to the 
expert financiers in the Provincial Legislatures to determine for 
themselves. The functions may vary in the Provinces; and it 
will also l>e necessarj’ to make the fullest reference to the conditions 
of production and cost of administration of the area concerned. 
Xo uniformity need be contemplated, as no serioxis Provincial 
rivalries can be apprehended on account of slightlj" variable condi- 
tions governing incomes from agriculture in different Provinces. 

Absolute segregation of financial fields and a clear cut separa- 
tion of heads of Bevenue for Provinces and the Central Government 
is the recommendation of this Paper. That principle was adopt- 
ed by the Meston Settlement as well. The Provincial contributions 
for which it had made a temporary provision came to an end 
even before the scheduled time. The sharing of the produce of 
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any tax between two well- demarcated splierea of Government like 
the Provincial and the Central will generally lead to awkward- 
nesses and difficulties likely to affect the successful working of a 
Federal Qoveinment. The Legislatures of the tw^o sphei-ea of 
Government are distinct entities controlling their respective Exe- 
cutives. Every Financial demand of the Executive is scrutinised 
by the Legislature before the supply is voted. The demand, the 
vote, and the actual spending, all ought to come within the pur- 
’siew of one Government, as this arrangement, not only ensures 
the freedom of the Legislature to vote according to needs of its 
Governments, hut further enables them to use the machinery of 
voting supplies as important constitutional means of controlling 
the policy of the Executive. If the Central Government impose 
income-tax and makes the gift of a portion to the Provincial 
Government, at least to the extent of that much supply the 
Provincial Executive becomes independent of the Provincial 
Legislature, and looks elsewhere for favour or approbation. 
American writers who have the best experience of Federal Finance 
are very clear on this subject. So long ago as 1890 Adams wrote 
in favour of assignir^ separate sources ot revenue to the different 
spheres of Government in the tJ.S. of America. “ The general 
principle of segregated sources of revenue may be profitably 
applied, with more or less strictures, as between all the grades 
of Government that together make up the American State." 
Prof. Seligman again makes the following observations: "To 
have the Federal Government depend entirely upon largesses from 
the states is to render it more or less impotent, and certainly to 
make it sulxordinate to the states .... On the other hand, to 
make the separate states dejiend financially upon the Federal 
Government is to weight the balance in the opposite direction and 
is not, in the long run, desirable in the intereets of a complete 
equilibrium," The Indian Taxation Enquiry Committee also 
would have an outright segregation of the heads of Bevenue for 
the tw’o (vide page'sTo of their Beport), if the Central GoveriimeBt* 
Bevenue could be adequately provided for without an encroMh^ 
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ment on Income-tax. If they have had recommended the inclu- 
sion of Liquor Administration and Excise in the Central Group 
as is the case ail over the world, income-tax could in their scheme 
too have been entirely released from the Central Group and 
assi^ed to its leg^itimale home — the Provinces. Liquor Excise 
w’ould give the Central Exchequer nearly 20 crores of annual 
income for the 16 crores of income-tax surrendered by it; and 
thus let the Central Government be the sole protector and guardian 
of all industry in the country. By the transference of the income- 
tax to the Provinces in exchange for their Excise, the intensely 
agricultural provincas like Bihar, U.P. and the Punjab will, to 
start wuth, have a slight shrinkage of revenue; V)ut when agri- 
cultural income which in these very provinces figures pretty 
prominently is brought into line w’ith the rest of income under 
the operation of income-tax, the Provincial resources everywhere 
will soon leap uxiward and enable Pmvincial Governments to do 
their gcK>d bit in the direction of nation-building developmental 
functions. While ihe certainty of Revenue added by a little 
elasticity is all that is re<|uired for the C^entral Government, quick 
resi)onsiveness of revenue is the essential characteristic of the 
finances of that sphere of Government (Provincial) which is 
largely concerned with develoi^mental activities ; and there can 
be no better head of revenue lhau income tax for meeting this 
condition of elasticity. 

This scheme therefore suggests : — 

I. For the Central Government: — Customs and all Ex- 
cise (including Country liiquors). Currency, Rail- 
way, Commercial Stamps, Posts, Telegraphs. (For 
Reserve fields — Succession Duties, Tobacco Excise.) 

II. For the Provincial Government: — ^Taxes on Income 
and Propei'ty (Agricultural Income included), Forests, 
and Irrigation, Judicial Stamps, Entertaiumeint 
Taxes, Licenses and Registration Fees. (For Rede]*ve 
fields — ^Corpora ti on Taxes . ) 
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SUMMARY 

The extinction of provincial contrilnitions, far from having 
closed the problem of financial distribution, has helped to render 
the inequality of the present distribution more pronounced than 
ever. The so-called Mestbn Award, which in essence was tlie 
scheme proposed by the Mont-Ford Eex)ort, had not been based on 
any sound principle. In paiticular, the contrast between the 
principle of federation cautiously adopted in matters of political 
organisation and the continuance of the old financial system based 
on the joint family idea became more and more marked every day. 
The unequal distribution of tlie burdens of central administration 
between the various provinces caused much ill-will and retarded 
the progress of those provinces w'hich had been unfavourably treated 
under the scheme. In particular, those provinces whose income 
was mainly derived from non-agri cultural souices were crippled 
to the advantage of others which were mainly agricultural provinces. 
The arrangement by which taxes on agricultural incomes were 
left at the disposal of Provincial Governments and those on iiou- 
agricultural incomes were reserA^ed for the Central Governme^nt^ 
worked to the detriment of the industrial provinces. There is 
nothing in financial principle which would justify such varying 
treatment between tbe tw’o taxes. It is time that the principle 
of federal finance were introduced in the country so as to bring 
about an equality of sacrifice betw^een the citizens of Indig ig 

sat 



FEDERAL FINANCE IN INDIA 


385 


respect of their coiitrilmtioii towards the upkeep of the Central 
Government. 

It is, therefore, proposed that the present financial distribu- 
tion should be altered in the following resj)eets. Income tax 
should be coini)letely handed over to the Provincial Governments 
with the proviso that minimum rates of levy should be fixed by 
the Central Government, wdiieh should also be entitled to super-tax 
in respect of all incomes, agricultural and industrial, and to the 
ordinary income tax on protected industries. General stamps 
should be handed over to the Central Government. This learrange- 
ment is <*alculate<l to bring about a deficit of about four crores of 
rtipees in the l)udget of the Government of India. It is jiroposed 
that this should lie absorl)ed by retrenchment or by the natural 
incrt'ase in the yield of the other sources of revenue. Failing this, 
it is proposed that the deficit should be covered by the levy of 
Provincial contributions based on tbe i:otal taxable capacity of the 
various ])rovi rices. As a last resort tire deficit should he covered 
by the levy of Death duties' wliich it is ]>roposed should be 
transferred to the (Vntnil Government as a likely source of i*evenue 
along with tlie tol>ac(’o monopoly. It is, however, urged that 
financial redistribution should, as far as possible, be brought alK>ut 
without imposing fresh taxation. The Provincial Governments 
will be left witli the following sources of future revenue : taxation 
of agricultural incomes and urban land values, and various 
entertainment and luxury taxes. 


Introductory 

To many people interested in a study of the structure and 
method of public administration in India, the subject of the 
Meston Award may strike as an ohso^lete one; and if we concen- 
trate our attention on the mere fact of the extinction of the much 
maligned Provincial contributions, such a feeling of relief enter- 
tained in some quarters may possibly be justified. But for those 
who realise that a sound system of finance is the first requirement 
of a progresvsive Government and who know that India has suffered 
untold woes in the past on account of many a mistaken step in 
the financial policy of the Government, an examination of the 
scientific merits and practioail justice of the present scheme of 
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distribution of resources and liabilities between the Central and 
Provincial Governments is bound to possess immense attraction. 
That the various Governments in India are alive to the import- 
ance of this issue is evidenced by repeated references to this sub- 
ject made in the budget speeches of a number of Finance Mem- 
bers and by the early presentment of numerous official notes 
in this regard to the Royal Commission, now sitting in judgment 
over the working of the whole of the Montague-Chelmsfofd 
scheme, including, of course, its financial counterpart, the 
‘ Meston Award.’ If the material and political progress of the 
country in the future is not to he jeopardised by too facile a faith 
in official wisdom or in the beneficence of what exists, an attempt 
must surely be made to assure ourselves that the financial aspect 
of political reform approximates as closely as possible to the dic- 
tates of science and practical experience. 

Genesis of the Award 

A perusal of the official literature connected with the incep- 
tion, development and adoption of the present scheme of finan- 
cial devolution will not fail to bear out the remark, that the 
essentials of the so-called Meston Award are to be found almost in 
their final shape in the recommendations of the Mont-Ford scheme. 
A comi)Iete separation of the resources of the Central and Provincial 
Governments was the aim of its anthors, but in keeping with the 
policy of least resistance peiwading the whole of the scheme, they 
did not consider it desirable at that stage to open up the entire 
question of the equity of the then existing distribution of financial 
burdens as between the various provinces. They contented them- 
selves with a proposal for the abolition of all the divided heads* 
This palliative, which was calculated to brinjg about an adminis* 
trative rather than a financial reform, left the fundamental prin- 
ciple unaffected. That fundamental principle waa that the whole 
of India was to be looked upon as the unit of Government, a joint 
family or a single commercial firm, and that individual pipTincei 
were to make sacrifices for their less advanced brethren and 
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to receive a bonus out of the earnings of their more fortunate co- 
partners- The authors of the joint scheme had, of course, foreseen 
that political autonomy conceded to tlie provinces not merely as 
a measure of administrative convenience but in recognition of 
their claims to separate collective development according to the 
wishes of their people, would he meaningless without an accom- 
panying measure of financial autonomy. But they were keen on 
avoiding' as many ditferences on fundamental principles as pos- 
sible. In the financial as in the j)olitical sphere they had to 
make their scheme as acceptable as possible to their conservative 
opponents by making out that their pioposals involved no new 
princiide of departure from existing policy or at worst only a very 
minoi' one. This it was that led them to shut their eyes to the 
obvious inconginity between the existing financial system and the 
proposed political changes. They only recommended that a com- 
plete separation between Provincial and Central souices should be 
effected on a plan which w'ould disturb the existing arrangements 
as little as possible. This approach to the pjoblem naturally pre- 
cluded all direct reference to financial justice and put up ad- 
ministrative convenience as the most obvious and immediate goal 
of financial reform. 

The Provincial! contributions were a direct outcome of this 
desire for a compromise between political principle and practical 
expediency. The separation of sources took the shape of an at- 
tempt to distribute the then existing divided heads between the 
Cen trail and the Provincial Governments. No account could be taken 
of the fact that the distribution as then ordered w'as based on the 
principle, more or less, of the common heap. Even while distri- 
buting the divided heads, very little respect was shown for prin- 
ciple. The recommendation made in the scheme that general 
stamps should be considered a central head so as to secure uni- 
formity in a piece of commercial legislation is perhaps the only 
instance where their financial conclusion is specifically based on 
an accepted principle. The authors observe: sum up: we 

propose to retain the Indian and provincial heads as at present, 
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but to add to the former income-tax and j^eneral stamps, and to 
the latter land revenue, irrigation, excise, and judicial stamps. 
No heads will then remain divided.’ lb leave no head of taxa- 
tion divided was their goal, and that they achieved almost by a 
rough and ready method, inaiking a few convenient heads as 
Central and the rest as Provincial, so as to reduce the resulting 
central deficit to as low a figure as possible. The proposal finally 
accepted as the best practical method to meet that deficit was sig- 
nificant. There was to be no going back on the status quo; the in- 
creased spending powder which the provinces would enjoy as a re- 
sult of the proposals regarding* the distribution of sources wns to 
be taken as the basis of Provincial contributions to the Central 
Government. This recommendation had, it was thought, the 
merit of not de-iJiiviiig* any of the piovinees of a single rui)ee out 
of their present earnings and of proiJortioning their sacrifices 
according to the bonus that they weie to ref*eive. The solicitude 
exhibited by the authors of the scheme to ass me the Madras and 
the TJ. P. Governments of their Sympathies was obvious. It was 
remarkable, however, that no mention wm made of any injustice 
done to Bombay, Madras was sympathised with on account of the 
fact, that the propoiiion of its total revenue represented by the 
contribution was greater than in the case of Bombay. It was not 
thought necessary to refer to the question as to wdiether the total 
sacrifice that Madras as a province was making for the finance of 
ihe Central Government, that is to say, the sum total of all the 
central taxes borne by the population of Madras and the contri- 
bution paid by the Madras Government, represented a gi’eater 
I)roportion of the income of the Madras population than the total 
sacrifice of the Bombay citizens and the Bombay Government. A 
comprehensive and scientific view of their financial proposals was 
impossible in the situation. 

The Government of India in expressing their views on the pi*o- 
posals made in the Report exhibited no readiness to enter into 
the essential merits of the distribution, but contented themselves 
with forwarding for expert consi<4eration the compleints reoeiveS 
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from all the pmvinces. The Joint Select Committee also 
thought that an expert inquiry was needed, not ot' course to assess 
the justice of the basic principle, but the accuracy of the more or 
less hypothetical figures chosen by ihe writers ot the Report. The 
task before the Meston Committee was, theietorc, simply to suggest 
changes of detail in tlie light of the principle, or rather the laok 
of one, accepted in the Mont-Ford scheme. Even the trace of a 
principle in the original recommendations was removed by the 
one changt* that the Meston Committee made in the proposals con- 
tained in the Report. General stamps, which were allocated as 
a central head in the original report on the ground that uniformity 
is essential in a measure ()f commercial legislation were trans- 
feried to the Provincial Schedule by the Meston Committee. The 
reasons tliat they put forward in justification of this change are 
of interest in the present connection. That every province must 
start witli a substantial surplus was the implied promise of the 
scheme. If the general stiuii}»s were left to he a central head, 
as ret'om mended in tlie body of the Report, the poorer ])rovinees, 
it was calculated, would l)e left without a surplus. To ensure a 
substantial credit niaigin on the transaction for all the provinces 
the Meston Committee recommended that general stamj^s should 
also go with the judicial stamps. There we»re some other consider- 
ations, of course, which were mentioned by the Meston Committee 
as justifying their departure but even they pointed to the same 
conclusion ; namely, that between them the framers of the Reforms 
Scheme, the Meston Committee, and to an extent the Joint Par- 
liamentary Committee, had made up their mind that so far as the 
organisation of the administration was concerned, there would be 
a complete separation of resources between the Central and the 
Provincial Governments and that the resulting deficit of the form- 
er, so long as it continues, would be met out of Provincial con- 
tributions based on the increased spending power and that any 
re^lief that might come in future would be distiubuted among the 
provinces on the consideration of the amount that they were then 
paying as a contribution and not of any other ulterior considora- 
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tion. To sum up, tlieii, it may be said that no steps could be 
taken by the authors and the sponsors of the Reforms Scheme to 
introduce in their financial arrangements that principle of federa- 
tion which they had cautiously accepted in their purely political 
recommendations and that they were content merely with the 
attainment of an administrative separation of accountvS as their 
immediate goal. The Meston Committee, by the nature of its 
being, could not introduce a financial principle where there was 
none, and what little material change it made was in the direc- 
tion of emi^hasising the ad hoc character of the financial arrange- 
ments then contemplated. 

Analysis of the Award 

As indicated above, the framers of the scheme were quite con- 
scious of the lack of principle or even the accentuation of injus- 
tice of which they were guilty. They, however, had to see the 
scheme through with as little opposition and friction, as possible. 
They, however, tried to appease their own finam ia! conscience by 
indicating this part of their recommendations as a subject which 
was to be referred to the first periodical commission for (‘otistitu- 
tional levision contemi)lated by them. The relevant sentences in 
their report are interesting. They observe ; 

“ It should also be one of the duties of the periodic com- 
mission .... to reinvestigate the question of the Pro- 
vincial contributions to the Ooverument of India, We 
have, for the prCvSent, accepted the inequality of burden 
'which history imposes on the provinces, because we 
cannot break violently with traditional standards of 
expenditure, or subject the permanently settled pro- 
vinces to financial pressure which would have the prac- 
tical result of forcing them tio reconsider the perma- 
nent settlement. But it is reasonable to expect Chat 
with the gi’owth of provincial autonomy any in^uality 
of burdens will be resented more strong'ly by the 
Vinces on whom it faills; and it will be for the fitst 
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periodic comniission and for its successors after review 
of the situation then existing to determine whether 
some period should not be set by which the more lightly 
burdened provinces should be expected to find means 
of bringing up their financial resources to the common 
level of strength. We attach great weight to the pro- 
position that if the provinces are to be really self- 
governing, they ought to adjust their expenditure — 
including therein their obligations to the common in- 
terests of India — according to their resources and not 
to draw indefinitely on more entei^prising neighlxmrs.’* 

This extract has a peculiar importance as it puts in a nut- 
shefll the inspiring idea of the present financial arrangements and 
indicates the real views of the authors of the Reforms Scheme 
regarding future development. In a sense it might be said that 
this sets the stage for the financial aspect of the present 
constitutional inquiry. It is necessary, therefore, to specify the 
exact significance of the obvious and the implied meaning of its 
tei*ms. 

(a) At the outset it will be observed that an investigation 

i1!t<5 the qxiestion of ‘ Provincial contributions * was 
included in the functions of the first periodic com- 
mission. This suggests the suspicion that apart from 
the amount of the contribution, the question regard- 
ing the equity of the distribution of sources was to 
be considered as having been finally dealt with. 

(b) The writers of the Report accepted the inequality of 

burdens that then existed between the various pro- 

Tinces; 

(c) because, history, presumably the history of the finan* 

cial rdations between the Central and the various 
Provincial Goyernments was responsible for it; and 

F. 17 
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(d) because j an attempt to equalise the burden of taxation 

as between the provinces would invoilve the necessity 
of cutting down the expenditure in the case of those 
provinces who had been favourably treated in the 
past. . 

(e) Presuming that Bengal was a province so favourably 

treated and taking it for granted that income-tax 
was to be an entirely Central head, they seemed to 
argue that any additional burden on that province 
so as to equalise the sacrifice of the various provinces, 
would necessarily mean that Bengal must increase its 
revenues by enhancing the land revenue directly or 
indirectly and that that step would involve the revi- 
sion of the Permanent Settlement. It appears that 
the authors of the Report would fain have that settle- 
ment reconsidered by the Bengal Gtovernment sooner 
or later, but would like to avoid any direct respon- 
sibility for that step. 

(/) They expect that the more heavily taxed provinces w’ould 
resent their unfair treatment in proportion as they 
become more representative of the ojpiifiions and in- 
terests of their subjects and get over their long tradi- 
tion of obedience to official mandate. 

(^) By referring to ‘ the first periodic commission and its 
successoiTi ’ they also betrayed their expectation that 
it would take decades to reach a stage of financial 
equality between the provinces. 

(/t) Further, they permitted themselves i%e expectation 
that the more lightly burdened provinces would tax 
themselves to bring their financial sacrifice to the 
level demanded by the canon of equality. Thay 
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did uot care to indicate how, hy taxing themseilvefl 
to meet future liabilities, the favourably treated pro- 
vinces were going to relieve existing unfair pressure 
on the rest ; 

(/) and finally to round oif a statement wdiich was an apology 
for ignoring strict financial considerations they 
observe that they attach great importance to a 
proposition which, interpreted in the common 
language of the subject, would mean an enunciation 
of the principle of federal finance. 

Anxiety to avoid the clear statement of a principle which is 
of vital importance to the course of future reform but which jars 
too roughly on the ears of interested and prejudiced parties, un- 
willingness to recognise the full practical significance of an 
accepted principle, an overwhelming desire to leave the past alone 
even though it may be essential to take it into serious account 
in introducing a present reform and a resignation to the beneficence 
of administrative drift are writ large in this part of the Report 
and in much of the official literature that has grown round the 
subject during the last decade. A multiplication of figures and 
statistics would be vain if we are not certain of the goal w^e are 
aiming at and if we are not prepared to follow with courage and 
sympathy the path that science and experience w’ould dictate as 
the best under the cii'cumstances. In an appendix attached to 
the present note an attempt has been made to indicate in rough 
outline how in practice federal finance w’ould w^ork in this country 
if intrcKluced along certain specific lines. It is, however, less the 
intention of this note to work out a single scheme and press for 
its adoption at all costs than to state the most important 
characteristics of the federal principle in finance and to urge that 
these should forthwith be inti’oduced in the constitutional aiTange- 
ments of this counti’y without, so far as possible, increasing either 
the burden of taxation or the injustice of the present financial 
distributionv 
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Principle of Reform 

The first essential of financial reform in this country is to 
accept unreservedly the principle of federation. That principle 
applied to financial as to political arrangements implies that the 
provinces are to he considered as the units of collective life except 
in specific cases where for reasons of national importance it is 
considered that the country as a whole must be looked upon as 
the unit. It is a feature of the historical growth of the Indian 
nation that consolidation has preceded devolution. It is, therefore, 
only proper, as conducing to convenience in administration, that 
the Central Government should be the residuary possessor of all 
functions of Government not specifically handed over to Provincial 
control. But this consideration connected with the framing of 
the constitution must not be allowed to influence our view regarding 
the reilations that exist or ought to exist between the Central 
Government on the one hand and the several Local Governments 
on the other. This relation in the India of today and of tomorrow 
must be the usual federal relation. The functions, determinate 
and indeterminate, set apart for the Central Government, must 
be financed entirely' out of Central revenues. Not only the present 
needs of the Central Government but any extraordinary items of 
expenditure like the conduct of a wai’, and all its normal 
liabilities in the future must be met out of resources specially 
earmarked for the purx)ose. In other words, there would have to 
be a schedule of taxes which would he open for use only to the 
Central Government. All the remaining sources of taxation must 
be left at the disposal of the Provincial Governments, in 
earmarking pariicular taxes and other sources of revenue as 
‘ Central ’ care must be taken to see, as far as possible^ that their 
use would not lead to unequal taxation. That is to say, it lining 
understood that the Government of India is expected to give theCa 
many services to the nation at large the expenditure that it has 
to incur on that account must be l^rne equally, that is to say 
equitably, by all citizens in all provinces. T3ie burden of tl|# 
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Central administration taken as a whole and by itself ought to be 
distributed among the citizens as far as possible on the principle 
of equal sacrifice. The taxes collected by the Provincial Govern- 
ment for its own purposes must not be calculated while assessing 
the burden of all-India taxation. That field of public finance 
must be judged apart. This is the very essence of the federal 
princii)le. To take an extreme case it may happen that there is 
a province whit'h believes in as little action on the pari of the 
State as possible, and naturally spends very little on its Govern- 
mental activity. This certainly cannot be turned into a gi’ound 
for taxing the people of that province higher than another province, 
which, saj^ spends a lot more on its goveimment as it supports 
more or less the State Socialist creed. The finance of the Central 
Government must be judged in itself. While we indicate some 
taxevs as Central, they must' be s\ieh as would, when taken 
collectively at any time, bring about at least a rough equality of 
sacrifice among the citizens of India, All other sources of revenue 
must be left at the disimsal of the provinces to be used at the 
discietion of their own peoples and Governments. 

On the expenditure side also the federal princii>le has some 
unmistakable conclusions to point out. That India as a nation 
must continue to exist and to gi-ow is accepted. For that reason 
it might be necessary not only to clothe the Central Government 
with essential functions like defence and currency legislation, but 
also in iiiatters of lees vital yet of nation-wide, even international, 
impoiiiance, like Labour legislation or anti-opium measures, to caill 
upon the Central Government to bring about uniformity of condi- 
tions by its action. There may be various other functions which 
may be mentiouexl as suitable to the Central Government because 
it is desired that in respect of them conditions all over the country 
ought to satisfy at least a minimum standard. The point that is 
intended to be pressed in this connection is that, leaving the 
Central Government free to work out its constructive and restrictive 
measures, of an essential, educative or reformative character, on 
a unifoiin basis all over the countiy, the provinces must also be 
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left free to pursue according to their inclinations and resources, 
their course of public action. This would necessarily mean that, 
while in resi)ect of departments administered by the Central 
Government there would be a rough uniformity of conditions 
between the various i^rovinces, in the field of the Provincial 
Government different provinces would register different records of 
the extent and efficiency of public action. This is bound to follow 
from an acceptance of the principle of federation, at present 
shrouded in the rather ambiguous name of provincial autonomy. 
Provincial autonomy would mean precious little if all that the 
Provincial Govern me lit s have to do is to work out the details of a 
policy settled for them by the Central Government and if they 
are not to be left entirely to themselves to work out their destiny 
with the aid of the resources at their disposal. To talk of 
Provincial autonomy and unifonnity of progi'ess in the same 
breath is absurd. Equally absurd is the suggestion that the 
standard of exj^enditure can continue to be the same in all 
provinces iiTesi)eetive of their resources and opportunities. For 
revenue as for expenditure, it must be clearly understood that 
India as a whole is not going to be the unit, excei)t in the case of 
the subjects specially marked for action by the Central Government, 
and that the provinces are free to do what they can afford. The 
family or the business firm notion of the past must be deliberately 
and finally discarded in favour of the genuine principle of 
federation. 

For purposes of scientific treatment, the functions and the 
burdens of Central Government must be distinguished as a unit 
from those of the several Provincial Governments; though it must 
be admitted that within the limits of each there might be individual 
items which may not satisfy the essential canon of equality. 
‘ Equality of treatment as between one province and another must 
be reached so far as it is possible in the settlemenis as a whole, 
and it is not possible to extend the principle of equality to 
individual heads of revenue.^ This is a very corre<?t remark made 
in the course of the Mont-Ford Beport; but it is likely to be 
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fori^otten, as probably has been the case with many, that the 
tinith of the latter part of the statement is governed by the 
acceptance of the former, and that the former commits the 
framers of the scheme to realise equality of burdens as Ivetween 
the various i>rovinces in respect of the settlement of Central 
revenues taken by themselves, and not of those taken alon^ witii 
Provincial revenues and expenditure, which ought to constitute 
a separate financial unit. This consideration and a faith in the 
beneficence of truth rather than of drift must accomi)any us wdiile 
judging the facts and merits about the present fimuicial distribu- 
tion in India. 

Lines of Refonn 

Apart from the commercial services of the Governinent of 
India which ordinarily are regulated by the usual husiiiess 
principles, the main sources of Central revenue are as follows : 
Customs, Income-tax, Salt and Opium. Ox)ium is a source which 
for the purpose in hand may very well be ignored, both l>ecause 
it is giadually dwindling into insignificance and because it does 
not raise the question of relative burden on the Indian tax-payer, 
most of it being paid by the foreign purchaser. Tlie revenue 
derived by the Government of India from its salt monopoly has 
a peculiar characteristic in regard to its incidence. It is a tax on 
an article of nec*essary consumption for which the demand is fairly 
inelastic. As such it tends to be j)aid in equal amounts by the 
rich and the poor and to be regressive in its effects. Its use in 
industries and in agricultural and semi-agricultural pursuits may 
be taken as offsetting one another in re8i)ect of relative equality 
among the industrial and the agricultural producer. The remain- 
ing and of course the main heads of Central revenue are Customs 
and the Income-tax, these together bringing in a revenue of over 
sixty crores of rupees. ‘ Is the burden of these two taxes equitably 
distributed among the various classes of the Indian nation? ’ is 
the chief question regarding the present financial arraaigements 
b^tw^n the Central and the Provincial Governments in this 
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country. The answer to this question is obvious and may be stated 
without a multiplication of figures. Income-tax is paid mainly 
by two classes, the professional and the industrial. The pro- 
fessional class includes permanent servants of the Government 
and of private employers, doctors, lawyers, journalists and a few 
others. The industrial class includes the merchants, the brokers, 
bankers, and factory owners and various other industrial producers. 
These as a class represent a very small propoHion of the popula- 
tion and the wealth of the country. The Customs revenue is for 
the most part derived from import duties levied on such articles 
as piece goods, yarn, sugar, iron and steel, machinery, motor cars 
and hardware. To put it roughly, the consumers of these articles 
are tlie persons on whom the burden of import duties mainly falls. 
These consumers, as far as can l>e rea^sonably ascertained, are 
mostly those very classes who are amenable to the income tax, 
though it is not intended to deny that directly or indirectly all 
classes bear some burden which is attributable to the tariff. In 
effect, therefore, the i)08ition regarding the burden of Central 
administration is this : that the payers of income-tax and the 
consumers of foreign goods bear the main share of that burden. 
As between the various classes in the same province this extra 
pressure on some classes can be compensated for by the ari’ange- 
ments of Provincial taxation, so that taking the people of a 
province as a whole the burden that they have to bear on account 
of Provincial and Central Governments would be equitably 
distributed among them. But as between the various provinces 
themselves no such compensation is possible. The net effect of 
central taxation is, therefore, highly penalising to those provinces, 
the income of whose people is more amenable to the inoomeM-tax 
and whose people are more of consumers of foreign articles. The 
fact is obvious, that there is a rough distribution of Indian 
provinces as industrial and agricultural and hence to secure 
financial justice between them it is essential that public revenues 
derived from both the agricultural and the industrial sources 
should be treated on the same basis. If land revenue is to be li 
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provincial head financial jiistiee demands that iuctome-tax also 
must be the same. 

Ttvo objections are likeU^ to bo urged against the proposal 
that income-tax should l>o rofnpletel a provincialised souice. We 
will be confronted at tiie outset by the argument tlial the incidence 
of income-tax must l)e inured back to the customeis of the industrial 
producers and that the province where the industrial income is 
received is not always the province where it is earned. Both 
these arguments aie, ho\\ever, utterly ])ointless. The pursuit of 
ultimate incidem-o of a direct tax is meiely an academic exei'ciije, 
subject to so many vaTying and ever-changing conditions that it 
would be highly imulvisahle to draw anj^ practical conclusions from 
the same. Moreover, sui)posing that such a pursuit vere to be 
made the basis of oni impiirv, who can say that all or even most 
of the present provincial sources of reveiuie lead no further than 
the ])rovin(‘ial tax-pa>er*' Can it he confidently asserted even of 
that * stable ’ of all taxes, the land tax. that its l)uvden in all 
cases is borne by the producer and in no sense oi- detrree by the 
consumer? The statement that because an industrial establishment 
is situated in a province other than the one in which its owners 
reside, the earnings of the concern should be taxed neither by the 
province in which the concern is .situated nor by the province in 
which the owners reside but by a third party altogether, the 
Government of India, is, to say the least, very curious and unjust. 
Problems of double taxation are inseparable from all systems of 
income-tax and in so far as they are soluble, a proi)er solution 
could be found for them. Further, it is urged that income-tax 
affects the net earnings of industries and, therefore, their location, 
rise and fall. To an extent, this is correct, but not so in a 
measure so as to affect tlie inquiiy into tlie best method of 
distribxiting the sources of revenue. Nearness to raw materials 
and motive iK)wer, supply of clieap and elficient labour, proximity 
of a maidcei where (‘ompetitive sales might l>e effected, these are 
farmore deciKive factors in the location and fortunes of industries, 
than a’ system of taxation which, when all is said and done, corner 
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into operation, when the incomee are actually earncwl. It nluBt 
further be pointed out that inter-provincial competition in regard 
to rates of income-tax can be prevented by fixing minimum uniform 
rates for them. When industrial incomes are the result of a 
special protective measure on the part of the Government of India, 
the claim foi* central taxation of the same is indeed more reason- 
able, and will have to be allowed for in any scheme for financial 
distribution . 

The main taxes to be considered for present distribution 
between the Provincial and the Central Governments are as 
follows; — Land Hevenue, Excise, Stamps, Salt, Customs, and 
Income-tax. So far as can be reasonably judged at present, the 
taxes available for fuither exploitation aie, the toba.c*xjo monopoly, 
death duties, taxation of agricultural incomes, taxation of land 
values ill urban areas, and varieties of enter taininent and luxury 
taxes. It seems to be the view in some quarters, particuiaiiy the 
official quarter, that any improvement on the present system of 
distribution would be unthinkable without some furtlier taxation 
on the part of the Central or Provincial Governments or on the 
part of botli. The extract quoted from the Montague-Chelmsford 
Report gives some ground for the lielief that such was the anticipa- 
tion of the framers of the original scheme. If, however, tax 
reform were to be synonymous wuth an increase in the burden of 
total taxation and in iiarticular of C'entral revenues, the tax- 
payer may w^ell exclaim that the remedy is worse than the disease. 
The present level of taxation in India is heavy, relativeily to the 
average income of the tax-payer, to the efficiency of Government 
service and to the standard of peace-time expenditure. Any 
increase, therefore, in the burden of taxation with the present 
level of national production and the extent of Governmental 
functions is not to be lightly thought of. There ought to be a 
better distribution of taxes that are at present exploited^ 
independently of another equally satisfactory distribution of 
prospective sources as we'll. It is therefore proposed thali frpltt 
among the present sources, above referred to, others 
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unaffected by the present proposal, land revenue, judicial stamps 
and excise, should be wholly Provincial. Income-tax, except in 
the case of protected industries, should normally be treated as a 
Provincial source of revenue. Customs duties, salt tax, general 
stamps and the taxation of the income of protected industries 
should be treated as Central sources. In addition to these, special 
taxation of incomes, derived from whatever source, above a parti- 
cular limit, say 50,0(X) rui)ees a 3’ ear, on the excess over that 
amount, should be treated as Central revenue. Such a course 
would no doubt be o])en, in a degree, to some of the objections 
that are urged against the centralisation of the ordinary income- 
tax. But taking inio consideration the fact that the proposed 
change a j) plies to incomes derived from all sources and that it 
operates in the case of extraordinarily high incomes, it is presumed 
that the principle of minimum collective sacrifice will support 
the j)roposal without violating the i>rinciple of equity. To the 
extent to which high ag*rii‘ivltural incomes are not at present taxed, 
additional taxation would be involved in the proposal here made. 
This is a dei)arture from an ideal solution. But most people will 
agree that the taxation of high agricultural incomes is overdue. 
It must also be ]>ointed out that those provinces which would be 
making an additional sacuifice on this account will at least be 
compensated by the returns of the income-tax that they wdll receive. 
Regarding future sources, death duties and the tobacco monopoly 
should l)e reserved for the (.Central (.Tovernment. The introduc- 
tion of death duties in India involves ver^^ serious legal and 
economic issues and they are best left to he solved by the Central 
Government. Tobacco monopoly will he unworkable except if 
administered by the Central Government. It is needless to observe 
that in cases of purely revenue tariff w'hich is calculated to have 
a seriously restrictive effect on trade, the liberty to levy a 
countervailing excise must be assured to the Central! Government. 
It is obvious that taxation of agricultural incomes, even other- 
wise than under the pi^ent land revenue system, and of ur&in 
land*vai}.ues mnsi belong to the Government which adminis^s 
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the usual laud and income taxes. Taxation of luxuries and 
entertainments is too small and local a matter to be left to the 
Central Government. 

The immediate effect of the sugrgestions made above would 
be that all provinces will have to give up general stamps as a 
source of revenue. They will, however, receive the proceeds of 
the normal income-tax. The Central Government will receive a 
new source in general stamps. As regards income-tax, it will 
have to part with all its normal yields, excepting in the case of 
protected industries and high incomes. Such an arrangement 
would, of course, mean no hardship for the Provincial Govern- 
ments, who would in fact gain considerably. The Government 
of India will, liowevei , be faced with an immediate deficit of 
about four crores of rupees. This deficit is likely to be only a 
temporary one, as the normal increase in the yield of existing 
sources will be able to wipe it out in the near future. So long as 
this deficit actually continues, it should be met by means of Pro- 
vincial contributions. This suggestion is no doubt calculated to 
raise opposition. But the fact that all the provinces would be 
gaining on the income-tax ought to reconcile them to a further 
spell of Provincial contributions. Provincial contributions taken 
by themselves do not constitiite a serious draw-back in federal 
finance, so long as the piinciple of distribution of the burden is 
federal. It is, therefore, proposed that the deficit of the Central 
Government so long as it continues on the present basis should be 
met out of Provincial contributions, baaed on the assessed total 
wealth of the province. It is agieed that any accurate calcula- 
tion of Provincial wealth, with the help of the present industrial 
statistics, is a problematical matter. Still if the basis chosen for 
this calculation is the combined yield of the land revenue and the 
income-tax, a sufficiently equable basis for the distribution of the 
burden of the Provincial contributions would be secured. If the 
powers that be decide that any restoration of the regime of Pro- 
vincial (Muitributions is unthinkable, it would be better to make 
good the deficit by instituting death duties than to persist in 
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the present scheme of financial distribution which is regTettabl© 
in history, indefensible in theory and harmful in practice. 

APPENDIX 


Abstract of Changes consequent upon the Acceptance of the 
Recornmeiidations vutde in the Note. 

Reveni’ks of titk Govivunmknt of India 
Rs. (Crores) 

Deduct 

^raxes on income ... 16 

Add 

GciHual stamps ... '5 

Super tax^ and income-tax 
on protected industries ... 7 

Total Deficit ... ... 4 


to l>e nod by (1) normal increase 
in other .sources or by re- 
trenchment or by (2) Provin- 
cial contributions 4 crores 
or (3) Death Duties 4 crores. 


1 Super>tax will be calculated at the present rates on all incomes industrial 
and agricultural above Rs. 60,000 a year. Kates of ordinary income tax will be 
unifonuly fixed at a minimum by the Government of India. 

2 Provincial contributions will be divided among the various provinces in 
proportion to their taxable capacity to be ascertained on the basis of the combined 
Land-reyenpe and lufome tax returns. In provinces where Permanent Settle- 
ment prevails in part or as a whole, special figures, weighted suitably, will have 
to be collected, 
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The genera] principles of local finance are the same as those 
of national finance, but certain differences of method and ad- 
ministration rather than of principle can be noted between local 
and national revenue. 

It is possible to trace a direct connection between payment 
made and value received wlien taxation affects comparatively few 
people. So a cei*tain benefit or quid pro quo element is to be 
found sometimes in local finance though the establishment of the 
fact is not justification of the princii>le. Sometimes a distinction 
is drawn between ‘ onerous ’ and ‘ beneficial ' expenditure of local 
authorities, the former being of national, and the latter of 
immediately local advantage. It is argued that costs of ‘ bene- 
ficial ’ services should be met by local authoritievs, but sometimes 
national and local benefits so interpenetrate as to be often diffi- 
cult of being distinguished. Another featuie of local finance is, 
local financial systems are not uniform all over the country; they 
vary fmin country to country with geographical conditions, 
historical circumstances, and poilitical traditions and also vary 
from time to time even in the same country as the efficiency of 
local authorities changes; and so, in the absence of balancixig 
factors as grants-in-aid, there may arise the anomaly that relative- 
ly poor districts may be in a position of disadvantage than weal^ 
thier districts. 
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Grants-in-aid are the contributions from the national revenue 
to locail expenditure. Local development and improvements are 
matters of national importance and it would therefore be a mistake 
to make a hard and fast distinction between local and national 
finance. The scope and activities of loc‘al bodies are widening^ and 
local authorities are therefore justified in demanding financial 
assistance from the national revenue. The whole question of local 
finance is complicated by the differences in the efficiency of local 
bodies, the variations in their resources and the variety of their 
services. A part of the funds is drawn from the localities concerned 
and the remainder is obtained in a variety of ways from the 
general revenue. 

Two problems present themselves in connection with grants : 

(1) Should grants be given at all-' 

(2) If timy are given, on what principles should they be 

based ? 

As regards the first question, seAcral reasons may be assigned to 
show why grants are necessary. In the first place, many services 
undertaken by local authoiities are of great national importance 
and giunts should be x^^id when a local authority takes up a 
developmental work of national importance. Grants are neces- 
sary where the l(M'.al body is inca|)able financially of canyiug out 
its prox>er functions. They may provide a stimulus to local 
authorities to undertake necessary functions and thus wean them 
from stagnation. Another inix>ortant feature of grants is that 
they helx) to reduce the inequality of burden as betw^een one district 
and another, x^^’^^ided they are judiciously distributed. Grants 
are the only means of bringing to bear upon local bodies the 
wisdom and experience of the Central Government and of enforc- 
ing on local authorities the necessary standard of efficiency so 
essential to national interest.^ 


IWebb, arantfl-in-Aid. 
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Tlie chief objections to g^rants-in-aid ai*e the difficulties con- 
nected with fair api^ortionment between various localities, the 
difficulty of elective control over local expenditure, the pos- 
sibilities of extravagance and want of initiative on the part of 
the local authorities. But these diffi(^ulties can be minimised by 
defining more or less cleaiiy the financial relations of local bodies. 

As regards the second problem — the problem of the principles 
on which giants should be allocated — prevserits many difficulties. 
In England large sums are distributed annually from tlie (Jeutral 
Exchequer in the form of grauts-in-aid to local authorities for 
specific purposes. These giants have developed during the last 
100 years. In England Lord Govschen’s reforms of 1888 to limit 
the demands on the general taxpayer and to encourage local 
economy' by giving certain assigned revenues to the local author- 
ities did not meet with much siiecess. The system of assigned 
revenues was practically abandoned in 1910. The Geddes Com- 
mittee on National Expenditure remarked that up to 1913-14 
many fixed or per capita grants were given on behalf of wspetnfic 
seiwiees and they have now been largely replaced by the percent- 
age grants. The percentages vary from 20 per cent to 70 per 
cent, the most frequent figure being 50 per cent. It is said that 
the percentage grant system serves to stimulate local bodies to 
improve the efficiency of their services. 

According to the Geddes Committee, “ the vice of the per- 
centage gi’ant system is tliat the local authority which alone can 
leally practise economy in these services loses much of its incentive 
to reduce expenditure especially when the larger* proportion is 
paid by the taxpayer through the Exchequer. The deciding 
voice as to what money shall be spent is not that of the Govern- 
ment or the House of Commons but that of the local authorities. 
The Departments are thus in great difficulties in framing estimates, 
for these are based on anticipations not of what the Department 
itself will do but of what hundreds of local authorities may do. 
The weakness of divided responsibility is manifest throughout 
We consider that percentage grant system should be 
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abandoned in tlie interests of economy and be replaced by fixed 
grants or by grants based on some definite unit/’ 

These criticisms of the Geddes Committee have much force 
but it would be a mistake to assume that all increased exj^endi- 
ture on such things as education, public health, etc., necessarily 
implies extravagance. The recommendation of the Committee 
that fixed grants should generally be given is on the whole sound. 
In India till recent years the same prineix)le which the Geddes 
Committee seek to emi>havsise was universally accepted, e.g,^ in 
Education local authorities were made resj)onsible for providing 
Elementhry Education and the liability of the Government was 
confined to supplementing the resources of those bodies. This 
policy has in pra(*tice been abandoned in several provinces .2 

111 many European countries there is in general no complete 
separation of sources of revenue, though there are ditferences of 
detail due to historical circumstances and geographical condi- 
tions. 

In India local authorities have developed their powers by a 
gradual process of devolution of powers by the Piovinoial Govern- 
ments and the latter still exercise a greater control over them 
than is the case in other countries. Under the Government of 
India Act (1919) the Provincial Governments are still responsible 
for the seiwices of the local authorities. We shall consider here 
some of the issues that are involved in the allocation of resources 
between the Provincial Governments and the local bodies. It is 
not necessary to go into the details of the nature of the changes 
introduced into the financial relations between local authorities 
and the Provincial Governments by the reforms of Lord Mayo 
and liord Ripon, and the Decentralisation Commission of 1912. 
The Indian Taxation Committee (1925) examined the existing and 
potential resources of local bodies and concluded that local 
authorities will require to be supplemented by subsidies. In 


2 Government of India Occasional Reports. Granta in-aid to Schools in British 
India ( 1923 ). 
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408 


V. G. RAMAKRISHNA AYYAR 


India^ State assistance to local authoritieis is g'iven in tlie loliow- 
ing ways : * 

(a) Provincial administi’ation of service^ or portions of 
services recognised as local. 

(h) By grants representing the cost of certain items of 
exi)enditnre relating to particular services. 

(c) By Government making local bodies as their agents for 

particular services and meeting the cost. 

(d) By block grants. 

(e) By grants proportional to total expenditure, particularly 

in respect of education and medical relief in many 
provinces. 

The general principles emphasised by the Committee on this 
question are that (1) subsidies should ordinarily be restricted only 
to services of national importance, (2) they should be granted in 
a manner which will enable the Provincial Government to insist 
on efficiency and (3) they should be granted on some uniform and 
intelligible plan in such a way as to enable a local body to adjust 
its expenditure and its receipts from tax revenue and grants. 

The main cause of the poor finance of local bodies in India 
seems to be that their financial relations with the Govemmeht 
have not been clearly defined. Local self-governing bodies were 
fiist called into existence half a century ago with the primary 
object of affording the people a training gi’-ound in the government 
of the country and from time to time responsibilities were added 
to them. These local bodies at first functioned with their slender 
resources supplemented by doles from Government. The need far 
defining the financial relations between the Government and the 
local bodies led the Madras Government to appoint a Committee 
in 1920. This Committee surveyed the possible grounds of 
developing the resources of local bodies and taade recoinmenda- 

3 Indian Taxation Enquir;}r Committee (1924-25) Be(K»rt (p^. 414415^ 
lieprint). 
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tious but no action \vas taken as it was just tlien the reforms had 
been introduced and the Meston award had made it difficult for 
Government to afford much financial relief to local bodies. Local 
administration in the Madras Presidency covers various national 
and semi-national services which by the exigencies of provincial 
finance have been committed to the care of local bodies. It is 
open to local bodies in this proviin^e to expand their services but 
their resources are hopelessly inadequate and it is therefore difficult 
for them to have a better standard of administration. The local 
bodies have been affected by the rise in prices and the cost of living 
in recent years. 

In this province, an attempt has been made to replace uncertain 
doles by recurring svibsidies for some national services, (jrants 
fdr non-recurring purposes are also given but minor works of local 
importance are left entirely to local Indies. In the case of 
municipalities the reclining grants are paid by the Government 
for such services as, maintenance of trunk roads, elementary 
education, secondary schools, medical relief, municipal health 
officers. In the case of local boards grants are paid for trunk 
roads, sei^ond class roadvS, elementary education, secondary educa- 
tion and medical relief. No gi*ants are given to municipal 
councils for purposes other than major water supply and drainage 
scheme, and in the ease of such major schemes, the Government 
contribution is one-half of the cost of the scheme. Grants are 
not allowed for the upkeep. Half grants are paid for medical 
buildings and buildings for secondary schools. As regards local 
boards, full grants are generally given for bridging main lines 
of communication and half grants for less important roads. 
Discretionary grants-in-aid are given in cases where boards are 
unable to make both ends meet even after levying taxes at the 
maximum rate. 

It is dear that subsidies seem to have in the past been made 
on no definite intelligible or uniform standard to enable local 
bodies to carry on their work. The Indian Taxation Enquiry 
Coxunaittee have given some figures ito show the percentage of 



410 


V. G. llAMAKRiSHNA AYYAft 


provincial grants to total expenditure on education, medical relief 
and civil works for district boards in the various provinces* 
Madras 43 per cent; Bombay 67 per cent; Bengal 27 per cent; 
Bihar & Orissa 20 per cent; Assam 42 per cent; Punjab 40 per 
cent; United Provinces 33 per cent; Central Provinces 62 per 
cent. 

The following table gives some interesting figures showing 
the relation of grants to total expenditure in some municipalities 
and local boards in the Madras Presidency. 


Name of Municipality or 
Local Board. 

Total 

Ordinary- 

Expenditure. 

Government 
Grants and 
other Oontri- 
butions. 

Percentage of 
column 8 to 
column 2. 

1 

2 

8 

4 


Rs. 

Rs. 


Madura 



7,67,144 

60,334 

7 

Trichinopoly 



6,64,866 

16,269 

8 

Oocanada 

Coimbatore 

1,78,189 

16,998 

10 


2,61,909 

38,968 


Dbarapuram ... ... 


67,766 

3,161 

5 

Mangalore 



1,33,304 

14,196 

12 

Cuddalore 

Kurnooi 

1,42,993 

13,634 

9 


1,11,449 

36,873 

23 

Local Boards. 

Rupees in 
lakhs. 

Rupees in 
lakhs. 


Salem District 

11*42 

2*84 

25 

Kistna District ... 

18-60 

4*99 

27 

Madura District 

917 

2*62 

28 


The expenditure of the local bodies in India is bound to grow 
with the normal development of their public services. It is a 
question as to how far their expenditure should be met by taxes. 
It is said that much of their expenditure should be met by taxes 
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on immovable property within their areas in order to create in 
them a sense of responsibility and in the case of the municipalities, 
it is suggested to have a small addition to the income-tax collected 
from the inhabitants of the town. But a considerable part of the 
expenditure of local authorities for education, sanitation, main- 
tenance of roads, etc., w'hich are also of national importance, has 
to be defra5’^ed out of general revenues. Such grants should of 
course be eainiarked for the specific purposes with guarantees that 
money is properly silent and the services rendered are quite effi- 
cient. As the scope for local taxation is very limited in India, 
there is no doubt that in the province of Madras, at any rate, the 
funds necessai’y to finance national services in any local area should 
be borne wholly or in a much larger proportion by the general 
taxpayer. The location of such services, as roads, bridges, et(j., 
demands their being perfonn^d only by and through local bodies 
whose revsources are very limited. For instance, the classification 
of roads as trunk roads, district roads and other means of com- 
munication is based not on the services rendered but on the 
financial exigencies of the central authority. What is true of 
roads is equally true of other services of local bodies most of them 
belonging really to the category of national or onerous duties. 
The existing classification of national and semi-national services 
needs readjustment under such heads as Communications, Edu- 
cation and Public Health. The observations of the Financial 
Relations Committee (1920) in j)aragraphs 32 to 45 of their report 
regarding grants from provincial revenues in aid of local author- 
ities are quite sound. 

At present district boards and municipalities have not the 
resources to function to the best advantage of the community 
and their receipts from taxation have to be supplemented by grants. 
To secure a proper basis for granting subsidies to local bodies it 
is necessary to make a detailed examination of the conditions in 
which they now function, and a reclassification of the services 
rendered by them. With regard to the control to be exercised by 
the Government over the expenditure of the grant, we will do 



4l2 V. 6. HaMaKRISHKA AYYAft 

weill to remember the wise words of the Financial Belations Com- 
mittee: “ It is the duty of the Government to insist that all 
grants from provincial funds are spent to good purpose. 
Failure in this would be a gi^ave disservice to the general tax- 
payer, bxit meticulous interference with a local body’s freedom is 
likely to defeat its own end. The theory that increased subven- 
tions should be accompanied by increased control was discounte- 
nanced by the Decentralization Commission, and rightly so. 
Control over the details of administration is contraiy to the spirit 
of recent legislation. Control is neoessary, but we would confine 
it generally to the scrutiny of broad results, and it should be 
made effective by financial piessure rather than by execu- 
tive order. No gi^ants should in our opinion be sanc- 
tioned, except on the clear understanding that the Government 
are at liberty to reduce or withdraw them, if the seiwices for which 
they are intended are not eiBSciently administered.” 



FISCAL RELATIONS BETWEEN TBE INDIAN 
STATES AND THE GOVERNMENT OF INDIA 


BY 

B. Tirumalachar, 

Mahantja'^s College, Mysore. 


SUMMARY. 

An attempt has been made in this Paper to discuss the g*eneral 
principles of Inter-State Finance and of the allocation of Public 
revenues between the various tax-jurisdictions. The fiscal rela- 
tions between the Government of India and the Indian States in 
general and the position of Mysore in particular with reg^ard to 
certain matters of common interest such as Customs, etc., have 
been devscrlbed. It is pointed out how the want of organisation 
for joint deliberation and joint action in matters of common 
concern between the Indian States and the Government of India 
has put the interests of the former into the shade. A scheme 
which has as its ultimate goal, a Federated State of India, haxS 
been adumbrated to solve the problems connected wdth relations — 
political as well as economic — ^lietween the Government of India 
and the States; and a machinery such as an Inter-vState Fiscal 
Board has also been suggested to deal with matters of immediate 
concern. The methods wdiich such a machinery wull have to em- 
ploy in the case of the distribution of customs revenues, as also the 
basis of such distribution have also been described. 

It follows that the crux of the whole problem lies in the fact 
that the economic interests of the India Sttites have not been 
receiving as much attention as they ought to, at the hands of the 
Government of India. It is obvious that the States are closely 
concerned in any fiscal policy which might be adopted by the 
Government of India; for, enclosed as they are within the limits 
of the Indian Empire, their interests cannot be sharply dis'tin- 
gnislii^ from those of British India. The neglect of the interests 
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of the Indian States which caver ana-third af the territory and 
contain about one-fifth of the papulation of the Indian Empire 
cannot but react on those of British India itself. The Govern- 
ment of India has a dual function to perform : on the one hand, 
it is directly concerned with the administration of British India, 
while on the other it has to watch over the interests of the Indian 
States. It is earnestly hoped that the Government of India will 
act fairly, equitably and with a single eye to justice, in dealing' 
with the problems arising out of the inevitable relations between 
the Government and the Indian States, and not allow the inter- 
ests of the latter to be controlled as hitherto by the British Indian 
ele<?torate or the Britivsh Indian Legislature in which the Indian 
States have no voice or representation. 


1. PRINCIPIiES OF UNTTEE-STATE FINANCE 

The existence of several spheres of Government, Central, Pro- 
vincial and Local or Federal, State and Local with their concur- 
rent and competitive tax-jurisdictions, has been a source of acute 
difficulty. The problem has become complicated with the develop- 
ment of constitutions and growth of economic life. The division 
of functions and powers between the various spheres of Govern- 
ment has as its natural concomitant the distribution and allocation 
of the various sources of revenues. The i>arallel movement of 
integration and differentiation of functions in the political system 
has brought out the weakness of tho tax-systems and has rendered 
the readjustment and rearrangement of the fiscal relations a mat- 
ter of necessity. A search for the principles according to which 
the allocation of revenues is made in various countries of the world 
will throw light on the constitution-making of India. In no 
country, however, is the distribution of taxes based upon pure 
considerations of theory. Tlie systems adopted by the different 
constitutions have been moulded by past history, the people’s 
psychology, religious influences and relation to neighbouring 
States. 

From the Indian point of view the subject of fiscal reilations 
has assumed very great importance. The distribution of the re- 
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venues between the Central Government and the Provincial Gov- 
ernments has been decdared unsatisfactory and the question has 
been reteri’ed to the Royal Commission on Indian Refoims. 
Similarly the financial relations between the Native States and 
the Government of India have also been considered as lacking in 
system and uniformity and the problem is being 0\ckled by the 
Butler Committee. Apart from the immediate solution of the 
question of the fiscal inter-relations between the Government of 
India and the Provinces of India on the one hand and the Native 
States on the other, there looms in the distance the goal of a 
federation of India in which the Provinces and the States will 
have to find a place as Constituent meml>ers. In Federal India 
the fiscal relations will have to be readjusted and the financial 
powers redistributed and the sources of public revenue re-allocated 
among the component parts and the central authority. A com- 
mon and comprehensive formula therefore must be devised in 
which considerations of equity and economy, history and expedi- 
ency, adequacy and efficiency will be given their due importance. 

The problem of fiscal relations between the Government of 
India and the Native States will be considered from two points 
of view : first the existing relations, their classification, and the 
financial consequences for the Native States and secondly the 
future relations when India under the British Crown comes to l>e 
federated and the Native States become parts of Federal India. 
The two points of view have one thing in common, namely, the 
existing relations, no less than the future relations can be brought 
under the general principles of federal finance. The most im- 
poHant Native States vis-a-vis the Government of India now 
dccupy and with some modifications will also occupy in future a 
position of autonomy or semi-sovereign status and lay claim to 
a treatment more or less on a basis of equality in matters fiscal 
and financial. 

The pivot on which all federal finance turns is the allocation 
of revenues as between the federal authority and the federated 
units* The allocation is brought about in practice by several 
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metliods, uat inutually exclusive, but supplementary to one an- 
otlier. The States or Provinces that unite in a Federation generally 
start with a separation of the sources of leveiiue and the line of 
division between the Federal sources and the State sources is drawn 
between those matters which ai^e of importance to the economic 
unity and political integrity of the whole country and those 
matters wdaieh are best administered by the component parts of 
the federation. All consumptive taxes, both customs and excise, 
are almost univeisally federal the reason being that there should 
be uniformity in all tiling's attectiiig trade and business within 
the country and that there should be no interference in the opera- 
tion of free commerce by the member states for their own parti- 
cular benetil and to the disadvantage of the wdiole countrj^^. The 
same argument applies to taxes on transactions taken in the 
shape of stamp duties. In the field of diiect taxation the posi- 
tion is not so clear. Before the War the Federal (jovernments did 
not resoit to direct taxation since their revenue from indirect 
taxation w’as sufficient for their needs. But since the War the 
taxation of income has become an important feature of federal 
finance either on account of the ui'gent need for fresh resources 
or by reason of the difficulty of administering a personal income- 
tax over an 3" area small ei- than that of a w'hole country. A pure 
system of complete separalion of taxation, however, brings its 
own difficulties because there is no guarantee that the system will 
give both j^arties sufficient for their needs. Tliere may be an ex- 
cess in the one (?ase and a deficiency in the other. To meet this 
situation the expedient is either to divide the proceeds of the most 
productive federal sources such as the customs or to give subven- 
tions as is done by the Union of South Africa to the Provinces, 
or by the Commonwealth of Australia to the States or the Domi- 
nion of Canada to the Provinces. There is no system of distri^ 
bution of revenues wdiich is worked out from first principles. But 
all the systems each in its own way and each with individual pecu- 
liarities confonn to fundamental principles : taxes which have the 
widest basis, which require uniformity of administration and 
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which affect general interests of the country as a whole are assign- 
ed to the federal authority, such an assignment l>eing corrected in 
the ease of inequality oi* inefficiency by a sharing of the revenue 
or by a .system of siil>sifVies, su])ventions and contributions. 

2. FINANCIAL RELATIONS BETWEEN THE INDIAN 
STATES AND THE GOVERNMENT OF INDIA 

Directly and indirectly, the subfects of the Indian States have 
been paying a large sum to the British Government without re- 
ceiving a corresponding compensation. The various channels 
through which the resources of the Indian States are finding their 
way out will be desfuibed and a <‘ase made out for the participa- 
tion of the revenues of the Govennuent of India to which their 
subjects contiibute. 

Customs Revenue: The most important and the most complex 
of the problems connected with the fiscal relations between the 
Indian States and the Governinent of India is that of the customs 
revenue. At a glance one would hardly think that there is a 
pi-oblem at all; for it is a plain and uneontroverted principle of 
Public Finance that the customs duties are paid in the main by 
the subjects of the Government which levies them and that the 
(justoms revenue shoiild fonn part of the income of the Government 
the benefits of which accrue to the subjects thereof. In India 
however, for the levy and connection of the customs, the whole 
country — British as well as Indian — is taken as one unit, so that the 
subjects of British India and those of Indian States pay the duHes 
on the articles they consume, but the proceeds of the customs 
revenue belong almost wholly to British India. Obviously this 
is an anomaly. There is no justification for the Government of 
India to levy customs on goods consumed in the Indian States 
when it does not share the yield wdth the sister Government. 

Further the claim of the Indian States for a part of the 
proceeds of the customs duties is supported by the suri'ender of 
their right to levy transit cji^tiea. The surrender was made com- 
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pletely on the part of some states and conditional on the part of 
others in response to the appeal of the Government of India, who 
rightly condemned the transit duties as hampering the growth of 
commerce and the development of industry. But their abo*lition 
which involved a consideinble loss of revenue to the States was not 
accompanied by any compensation to them from the Central 
Exchequer. 

The States did not complijin so long as the Government of 
India followed a policy of Free Trade. But slowly and by 
measured steps it has advanced from absolute Free Trade, to a 
levy of duties for the purposes of revenue and then to a policy of 
‘‘Discriminating Protection and the last stage which looms 
in the future, would appear to be one of thorough-going Protec- 
tion, Up to 1894, the diities, such as they w^ere, w^ere only 
nominal. From 1894 to 1910, the duties did not exceed five per 
cent which came to be considered the conventional rate. A few^ 
years before the Great War, the duties show^ed a tendency to rise 
and during the War, tlie tendency became more and more marked. 
At the end of the War, the Government of India radically altered 
their policy and raised not only the existing scale of dutievS, but 
also added new^ articles to the Tarifi. Tlie change between 1884, 
w^hen the customs revenue was a paltry sum of one crore of rupees 
and 1926 when the lec^eipts from customs mounted up to about 
46 J crores, could only be considered as phenomenal. In fact, the 
customs revenues form the largest single item in the revenues of 
the Government of India. The people of the Indian States who 
are consumers of the dutiable aHicles have materially contributed 
to this gTowung revenue, while the Governments of these States 
have been deprived of a share in it. The customs duty thus 
operates as an enforced levy on the people of the States who are 
compelled to pay it in the shape of a rise in prices. 

The subject is really one of joint concern between British India 
and Indian States, though it is not acknow^ledged or acted upon 
as such. The Indian Fiscal Commission was appointed without con- 
sulting the States. The policy of Discrinainating Profec^ja^ 
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was adopted without considering* the interests of the States. The 
Tanlf is framed by the Indian Legislature in which Indian States 
have no voice. It really amounts to Taxation without representa- 
tion : the peoide of the Indian States jmy the custoiris duties which 
are levied without their consent and in the yield of which they 
ai’e not gdven a share. In fact eveji from very early times, the 
Indian States have been treated as “ foreign territory ’’ for pur- 
poses of the levy of those duties, though not for the purposes of 
the i)ayment of tliose duties, as for instance in the Sea Customs 
Acts of 18(>d, 1878 and 1894. 

Recently the levival last year of the Yiramgaum Customs 
(■ordon which had been abolished by the (h)nveution of 1915, 
has added one more cause for complaint. It has lent sux>port to 
the contention of the Indian States on the sea-hoard that British 
Indian Trade and British Indian Ports have to he developed 
even to the exclusion of tliose of the Indian States. It has also 
lent countenance that the interests of tiio States are subordinated 
to the wishes of the British Indian Electorate, which, to say the 
least, is a constitutional anomaly. 

There is nothing novel or revolutionary in the idea of ad- 
mitting the Indian States to a share of the customs revenue. The 
principle hae already been recognized tliough tentatively and in a 
halting manner by the (government of India in the case of Kashmir 
and Jammu, Travancore and (^o(‘hiu and some of the Rajput 
States, which are given in one form or another a share of the yield 
of the customs duties. Kashmir receives its imiiorts from the 
sea-ports free of all duties and has powder to imi>ose its own rates 
on all the goods that cross its frontier, jirovided the rates are not 
lower than those of the Indian Tarifl\ The Government of India 
have entered into an agreement knowui as the Interportal Agree- 
ment with Travancore wherebj^ that State has surrendered the 
right of coillecting sea customs for an annual sum calculated on 
the basis of the receipts from the ports at the time the agreement 
was made^ In return for the abolition of their transit and customs 
duties, Alwar and i^ishengarh receive certain compensation. 
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The foi*iner grets annually a sum of 1,25,000 rupees. Thus the 
principle of admitting* the States to a share of the customs reyenue 
and of compensating them for the surrender of the privilege of 
regulating their own commerce has already been recognised by the 
Government of India. What is now needed is mere'ly an exten- 
sion of the principle to the Indian States in general whose subjects 
no less than the subjects of British India pay these customs duties 
in proportion to their consumption of the dutiable commodities. 

Coinage and Currency: Owing to its geographical advantage, 
its larger sphere of economic activity, its more widespread trade 
operations and the consequent commercial connections which have 
grown up between British India and the Indian States, the Govern- 
ment of India has been able in practice to impose its own currency 
upon tlie States. Naturally the defects of its currency policy have 
reacted upon their economic conditions, by throwing an iinexpect^ 
ed burden upon them. Further, after the War, the Indian States 
along with the rest of India, have been forced to incur increasing ex- 
penditure in oi’der to maintain tlieir grrow’ing activities — economic 
and social — at a higii level of efficiency. Besides the deiueciation 
of the rui)ee — in other words the rise of prices — ^has sent up the 
cost of administration everywhere, while at the same time it has 
reacted upon the people by increasing their cost of living. All 
these results are due to a certain extent to the currency policy of 
the Government of India. 

Further the British currency has been adopted by almost all 
the Indian States, though there are certain exceptions like Hydera- 
bad, where both the British as w^ell as State currencies are in force. 
The Government of India coins rupees for the use of British 
India as well as for that of the States. Large minting profits and 
seigniorage receipts are made by the Government of India which 
accumulate them in the Gold Standard Beserve meant for the 
stabilisation of the exchange. Besides the management of the cur- 
rency by the Government of India acts inevitably upon the econo* 
mic conditions of the people of the Slates as much as upon those 
of British India, Thus Indian States have a clear ri^ht to 
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conaulted before any change in the currency policy is con- 
temp^lated. 

Opium and Salt: The subjects of Salt and Opium have been 
repeatedly brought to the notice of the Government of India with 
very little tangible re^sult. As regards Opium, though the direct 
trade with China is abolished yet Indian Opium finds its way into 
that country through Japan, Persia, and the Straits Settlements, 
French Indo-China still absorbs a large quantity. And Holland 
and other European countries import this drug for medicinal and 
other purposes. The Indian States claim that the legitimate trade 
in Opium which still exists should be thrown open to them, or 
at least the profits derived by the Government of India from their 
opium trade should be equitably distributed amongst them. The 
claim of the States receives added emphasis from the fact that 
the Ox)ium revenue of the Government of India has increased from 
Rs. 287 crores in i915-l(> to Bs. 4*84 crores in 1924-25. 

As regards Salt, the Government of India secured to itself 
the monopoly of the Salt trade of India, having given compen- 
sation to certain States with whom special agreements were entered 
into. But some of the lai*ger States did not receive any compensa- 
tion at all ; and they have therefore lost their revenues and are 
even now lasing them, while their subjects are burdened with 
this tax on a necessity of life which they would have escaped if 
their States had not chosen to levy it. Even these States to which 
comi)en8ation was given have suttered inasmuch as the rates of 
duty oil Salt have fluctuated, while the amounts of individual 
compensation have remained constant. The Government 
of India get an iiK'reasing income at the expense of the States 
which receive no (iomiiensation as w’ell as of those which get a fixed 
amount. Under these circumstances, it is but fair that those 
States should re<;eive the differences due to the higher rates of 
duty levied subsequently as compared with those which obtained 
at the time the agi*eements were entered into; while the States 
which are not given anything at present must be treated on a 
basis of equality with the rest. 
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Posts and Tele^phs and Railways: This is another matter 
in which the Government of India controls the interests of the 
Indian States. There are no doubt certain States like Hydera- 
bad which have their own Postal Departments ; but even within 
the territories of such wStates, the British Indian Postal arrange- 
ments predominate owing to a variety of circumstances. The 
Telegraphs, however are entirely in the hands of the Government 
of India. And all the profits that accrue from tlie administra* 
tion of these Departments and all the other incidental advantages 
thereof are wholly reserved to British India to the exclusion of 
the States. The Railway Policy of the Government of India is 
open to the same objection so far as it alfects the Indian States. 
The earnings made by the Railways whose lines run through the 
States are credited wholly to the British Indian Railway adminis- 
trations and are not subject to State taxation. Nor are the States 
given a voice in the operation of those sections which are woiked 
within their territories. Besides the Railways owned by Indian 
States are regarded for all practical purposes as branch lines of 
the British Indian Systems. The subordinate position of the 
State Railways is made clear by the fact that they receive in all 
mattei^s of common traffic a treatment much less favourable than 
that received by their own branch lines. Further every new pro- 
ject in the States has to receive the sanction of the Secretary of 
State. And though legislation jiassed by the Governor-General- 
in-Council can have no force in the Indian States, yet an excep- 
tion is made in the case of the Indian Railway Act which is 
supposed to apply to the State Railways also. Thus the States 
have neither any control over their own Railway policies, nor do 
they receive an adequate share in the profits made by the British 
Indian Railways to which they make contributions in so far as 
they serve as feeder lines. 

On balance it is thus found that the States give in one shape 
or another to British India much more than they receive from 
it. The terms of interchange consisting on the one hand of 
intangible utilities like security, peace and protection, and on 
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the other of cessions of temtory and payment of subsidies, of 
duty on consumable (fommodities like salt and profits from opium, 
and taxes on raw materials of manufacture such as cotton and 
iron, the incidence of which cannot be accurately traced, do not 
admit of any accurate mathematical expression. But they are 
definite enough to give one a more or less clear i<lea that the 
balance of advantage lies on the side of British India. The States 
it is pointed out enjoy peace and protection fiom foreign aggres- 
sion ; these are benefits, no doubt, to be highly esteemed and 
woith a considerable price. But the3^ are not given away to the 
States without a q\ud pro quo; the States have actuallj^ paid for 
them and continue to do so. Some of the States — the most im- 
portant of them — have surrendered parts of their territory, while 
others pay annucally suhsicTies which amount to alioiit a crore of 
rupees. Nearly' all of them' maintain armies, Impeiial Seiwice 
IVoops, not so much to secnire internal jieace as fo safegxiard and 
guarantee, in their own humble way, the integrity of the Empire. 
What is most important of all is that British India finds in the 
Indian Spates reser\"es of strength, both monetary and military, 
which can be drawn iiiion in times of national Such re- 

serves were freely made use of during the Great War and their 
value to the Empire is handsomely acknowledged by the distin- 
guished authors of the Montague-Chelmsford lleport in the 
following words. 

‘‘No words of oiiis are needed to make known the services to 
the Emiiire which the States have rendered .... With one accord 
the Bulers of the Native States in India rallied to fight for the 
Empire when war was declared ; they offered their personal seiwices 
and the resources of their States. Imperial Seiwice Troops from 
over a score of States have fought in various fields, and many with 
gieat gallantry and honour. The Princes have helped lavishly 
with men and horses, material and money, and some of them have 
served in person in France and elsewhere. They have shown that 
our quarrel is their quarrel; and they have both learned and 
taught the lesson of their own indissoluble connexion with the 
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Empire and their immense value as part of the poility of 
India.’^ 

So, the States in exchange for the ceded territory, payment of 
subsidy and maintenance of efficient troops, obtain from British 
India the advantages of peace, security and protection. The terms 
of exchange may be considered fair and equitable. But the further 
loading' of one side of the scale — that of the Indian Sta,tes — with 
serious deprivations such as those involved in the sea customs, salt 
and opium, coinage and currency, Post, Telegiaphs and Railways 
is hardly fair to the States, especially at a time when their resources 
are found insufficient to meet their growing needs. In the circum- 
stances in which the Indian States find themselves, they can hardly 
balance their budgets, for the devices that are usually open to the 
Sovereign States, viz.^ levy of customs duties, profits from coinage 
and currency, revenues from opium and salt monopoly, whereby they 
can adjust their income to the expenditure and i)r()vide for a fuller 
and happier life for their i)eople are practically denied to them. 
The States have therefore a just claim to i)ut foith for the con- 
sideration of the Government of India. Not only should there be 
joint deliberation in mattei's which are of common interest to Iwth 
Indian States and British India, but the States should be given a 
proportionate share of all the revenues to which their subjects 
contribute. 

♦ 

3. FINANCIAL RELATIONS BETWEEN THE MYSORE 
STATE AND THE GOVERNMENT OF INDIA 

Having considered the relations between the Government of 
India and the Indian States in general the position of Mysore in 
this respect may now be discussed in some detail. Along with the 
other States, Mysore is laid under contribution in various ways by 
British India; and the taxable capacity of her people is further 
tapped without any commensurate benefit being given in return. 
All the general arguments hitheitio adduced apply to Mysore allso, 
while there are a few more which arise out of the peculiar circunatr 
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stances of the State. Tlie relations between the Government of 
India and the Mysore State are set down in the Instrument of 
Transfer of 1881, replaced by the recent Treaty of 1913. 

As rej^ards the Guistoms duties, Mysore belongs to the category 
of inland States, which having no sea-board, are .sul)3ecl to an 
indirect taxation by tlie Gf>vernment of iTidia in the shape of Im- 
port Unties. Under the Iheaty barring tw(j kinds of commodities, 
riz.y (1) articles of through traffic, which may not break bulk with- 
in the Mysore Territories and (2) articles which are imported for 
the use of troops in Uanlonmenis, the Government of Mysore retain 
tlie right to impose duties on all other goods which are imported 
into, and exi)orted from, the States. A suggestion is made that 
the State should levy export duties on (‘ertain articles such as silk, 
copra, arecanutsS, fruits, hides, tanning materials, etc., which are 
produced under conditions of special advantage in the State, be- 
cause such export duties could be shifted to consumers in British 
India and in foreign countries. Similarly an import duty on 
articles of luxury such as tobacco can also be levied by the State. 
Yet the Gov^ernment hesitates to adopt the measure, as being sur- 
rounded on all sides by British Territory, the people have already 
to bear their share of all customs duties in India and such further 
duties unless there is a certainty that they would be shifted to 
the consumers might act as double burden on the people. 

Mysore being a land-locked State, the Government of India 
is in a position to levy customs duties on all foreign goods import- 
ed into the State. Owing to the avow’ed policy of Protection 
w’hich the Government of India has adopted in recent years, the 
classes of articles on which duty is levied have been increased to 
such an extent and the rates of duties so greatly enhanced that 
the drain of Mysore through this channel has now^ grown to such 
an extent as to reduce the taxable capacity of the people and the 
resources of the State. The customs receipts of the Government 
of India swelled from Bs. 8*81 crores in 1915-16 to about 35 ^ 
crores in 1921-22 and to Bs. 46*40 crores in 1925 - 26 . The tax 
yirtually operates as an enforced levy and as it is continually 
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showing- an upward tendency, it is necessary that the interests of 
Mysore should receive particular attention. Besides, when the 
Provincial Governments can import stores, materials and other 
goods duty free into their territories, it is not just that the Mysore 
Government ‘ as such ’ should be debarred from doing so, especially 
in these days of financial stringency, and more particularly when 
the Mysore Government does not levy any duty on goods in through 
traffic which do not break bulk in the State. The burden is all 
the more severe when it is considei-ed that the State is losing about 
Rs. 10 to 11 lakhs per annum from transit duties which were 
abolished as being a restriction on trade, though some of the 
articles on which tliese duties were levied were such that the bur- 
den could be shifted to eonsumei*s, being produced chiefly in 
Mysore, It may not be out of place fo mention here that the 
State suffers greatly from its remoteness from good harbours. The 
acquisition and development of a port on the West-Coast such as 
Bhatkal will be of gieat advantage to the state; it will reduce 
the cost of eariiag^e and divert the trade to the most suitable chan- 
nel instead of going by the circuitous route, as at present, to 
Bombay, Madras, Mangalore or Marmagoa. 

Next Mysore is prohibited from the manufacture of and trade 
in salt and opium. The salt arrangements of the Government of 
India are not equitable as regards the interests of the Mysore 
State. According to the Report on Taxation in Mysore, the 
taxes of the State fall in the main on labourers, urban and rural, 
and small landholders and peasant proprietors. The compara- 
tively wealthy persons consist of large holders, viz., big merchants 
and the upper grades of professional clavsses. . . . This class may 
be said to be comparatively under- taxed ’’ (p. 92). Thus inci- 
dence of taxation as a whole falls heavily on the poorer classes in 
the State; and to levy a tax on such a necessity UvS salt, would 
be too much of a strain on the already low taxable capacity of 
these classes. If the Mysore State were not bound by the terms 
of the Treaty it is possible, the salt duty may not have been levied 
pr if levied, the salt-revenue would at least have been qtilized fof 
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the benefit of the tax-payers. Besides, the Government of India 
is not following a uniform policy towards all the Indian States. 
The Rajputana Stales which are afiecded by the British Salt 
monoiioly on the Sainbhar Lake have all been compensated. The 
Central India Agen(*y, States of Gwalior and Indore have also 
been awarded an annual compensation for the loss of their salt- 
levenue. Even the Maritime States of Travancore and Cochin have 
received pe'Ciiniary (compensation for certain rights ovei* salt which 
they abandoned. The Guzerat States of Cambay and Radhan- 
pur are being paid an e<|uivalent for the duty they have foregone 
on salt consumed by their own subjects. The Kathiawar Maritime 
States are allowed to utilise their own salt for the consumiition 
of their own people. Idie Mysoie State receives neither compen- 
sation for loss of salt leveiuie nor is it allowed to import free 
of tax salt for the consiim|dibn ot tlie people. 

As regards coinage and currency the Treaty has the f<>llaw- 
iiig: — ‘‘ The coins of the Government of India shall be legal 
tender in the said teriitories in the cases in whicdi payment made 
in such coins would under the law for the time being in force, 
be a legal tender in British India; and all the laws and rules for 
the time being applicable to coins current in British India should 
^pply coins current in the said teiTitories.’^ Thus by this pro* 
vision, no option is given to the Mysore State. It places the ad- 
ministration of the coinage and control of currency entirely in 
the hands of the Government of India. Gold Standard, Gold 
Bullion Standard or Gold Exchange Standard, Lv. 4rf. ratio or 
1 a‘. (id. ratio, Imperial Bank or a Reserve Bank — all these are 
matters in which the Indian States like Mysore have no voice, 
though they are UvS much affected by any policy followed in these 
matters as British India, 

Posts and Telegraphs of the State are also controlled by the 
Government of India by express clauses in the Instrument df 
Transfer as well as the Treaty of 1913. The old Auetre was amal- 
gamated with the British Postal Service in April, 1889, and the 
management transferred to that Department. The terms of the 
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transfer were, that the whole of the Postal expenditure should be, 
borne by the British Government and that the whole of the official 
correspondence of the State should be carried within the limits 
of Mysore free of cost to the Durbar. It is needless to point out 
that Mysore has a right to ask for a share in the surpluses that 
might accrue from the working of the Posts and Telegraphs in 
the state. 

In respect of her Railways her obligation under the Treaty, 
merely consists in placing at the disposal of the Governinent ot 
India all the land that is required for the constnu'tion of any 
railway line by that Government, yet in practice, the Mysore 
Government will have to obtain the sanction of tlie Government 
of India for any new section that has to be laid out within the 
territories of the State. Besides, the Policy of Indian Railway 
systems is considered to be too narrow and dominated by profit- 
seeking interests to give the needed impetus to the proi)er deve- 
lopment of the country and in the ease of the Indian States their 
interests are practically ignored. The existing Railway System 
in the State does not coincide with the natural arteries of trade 
in the central portion of the southern half of the Peninsula. For 
instance, a through route between Bombay and Colombo is abso- 
lutely necessary which will he provided if the Nanjuiigud-Erode 
section is completed. A connection between Bangalore and Hosur 
and Chitaldrug* and Rayadrug will join its railway system to the 
bordering British Districts while the want of several other lines 
cut it ofi‘ from its several natural outlets into the sea. These pro- 
posals have not been acted upon with the result that the trade is 
forced into unsuitable channels leading to much economical loss* 

In addition to all these indirect charges on the finances of the 
State, the Government of India levies an annual subsidy of Rs. 36 
lakhs now reduced to 24 J lakhs. In return, the British Govern- 
ment undertakes to defend and protect the Mysore territories 
against all external enemies. 

The subsidy though purely a military obligation, has serious 
economic consequences on the finffnees of the Stcite as well p th^ 
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tax^able capacity of the subjects. Of the total tribute of about 84 
lakhs realised by the Goverinuent of India from the Indian States, 
Mysore alone paid up till last year when subsidy was reduced by 
104 lakhs, nearly 35 pei’ cent. That this is far too heavy a burden 
will be clearly seen when it is remembered that Mysore occupies 
less than five j)er cent of the total area of Indian States and that 
this heavy contribution comes from the pockets of only about 8 
per cent of their total population. Thus the whole question of 
apportionment of subsidies recjuires careful investigation. Be- 
sides this direct burden, it must be I'emembered that the people 
of Mysore pay otlier indirect taxes by way of customs duties, 
coinage and currency profits, revenues from Posts, Telegraphs and 
Railways, as well as from salt and opium. Apart from this, the 
Government of Mysore have* been maintaining for many years past 
an efficient contingent of Imperial Sei'vice Troops at a cost of 
about Rs. 7A lakhs per annum, and this sliould have automatically 
released it of the responsibility of paying at least a part of the 
subsidy. Fxirther, territory has been ceded for the Cantonment, 
under the aegis of which a big city has now developed, though it 
is quite legitimate that the State should retain civil jurisdiction 
over the territory and thus aiiproprinte any surplus wliich will 
accrue therefrom. 

It is thus clear that the Mysore State along with other Indian 
States has been contributing directly and indirectly in a number 
of ways to the Imperial Exchequer. The pressure of these con- 
tributions on the State finances is accentuated by the fact that, the 
tax system of the state does not possess elasticity, while the public 
expenditure has been increasing rapidly, especially in view of 
the recent development in the nation-building departments. Vari- 
ous causes have led to the comparative inelasticity of the tax- 
system, chief of them being the absence of indirect tiaxation, that 
is on articles of general consumption. Except for the duties on 
liquors and drugs, hardly any taxes on commodities in general 
use are levied at present in Mysore. Such taxation is practically 
reserved for the Imperial Government, which derives an ever- 
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increasing revenue from customs duties and salt-tax. The Sj^ate 
has thus been deprived of these expanding items of revenue. 

While the sources of Public Income are thus inelastic, the 
Mysore States has to meet an ever-increasing demand on her Ex- 
chequer. Following the times the State has been launching out on 
vast schemes of social and er-onomic development, e,g,, conipixlsory 
and Universal Education, an all-round attack on diseases, such 
as malaria, hook-worm, phthisis, etc., construction of irrigation 
works and the restoration of those whudi have fallen into disuse, 
provision of transportation facilities and of public parks, museums 
and other amenities of social life. Besides a comprehensive 
scheme of rui-al reconstruction in anticipation of that adumbrat- 
ed by the Eoyal Commission on AgTieulture has also been put 
into operation. The . iuci easing cost of public administration, 
consequent upon increasing State action in the Socio-economic 
sphere has also added to the enormous demand on the Public re- 
venue. The growth of expenditure in Mysore has been from 
Bs. 119 lakhs in 1880 to Be. 343 lakhs in 1927. Ways and means 
have theiefoie to be devised for meeting the difficult financial 
situation. Industrialisation of the country no doubt, will to a 
certain extent, remedy the situation by increasing he taxable 
capacity and providing new sources of revenue, bxit this is only 
a long-iuin remedy. 

Immediately there are three ways by which the Exchequer can 
be rei^lenished. The existing taxes may be recast and readjust- 
ed ; but very little increase of revenue can be expected from it, 
because the most important sources of public income, land 

revenue and excise have been exploited to the utmost, or new 
taxes may be introduced;: but this source also, cannot act as an 
appreciable relief for, the most productive of the possible taxes, 
viz., the tax on tobacco, is expected to yield only about Rs. 6 
lakhs, while the other taxes taken together will not add a like 
sum. Finally there is the last source wEich may be tapped; but 
in practice it is not available to the Mysore State, as indirect 
taxation by way of customs or salt duty is being levied by the 
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imperial Goveriiineiit. The ReiMiit on Taxatit)ii in Mysore has 
put the whole ease in a nut-shell. “ TTieretore the only alter- 
natives are either a reduction in the heavy demands made by the 
Imperial (iovernment on the taxable capacity and the resources 
of the State or additional taxes, the most productive of which, 
the tax on tobacco, will fall on classes already taxed heavily. It 
is for those revsponsible for the finances of the State Uj weigh the 
probability of the one against the imperativeness of the other; and 
it is for the represejitati \ es of the i)eople to appreciate the iiosi- 
tion of the Government in the matter to suppoit in their endea- 
vour to obtain relief from the Imperial Goveiument, tailing 
which, acquiesce in tlie necessity to impose fresh taxation.”^ To 
what an extent the Mysore finances will impiove is shown by the 
computation of the share of the State in the Imperial customs. 
In 1922 on a population basis’ it was estimated at 58 lakhs. In 
1 925-20 on the same basis it amounted to about Rs. vSO lakhs, the 
disparity being explained l)y increased rates of duty and increased 
number of dutiable commodities. 

It is an interesting speculation to pictiue the position of 
Mysore levying* its own customs duties on its own imports at the 
same rates as those fixed in the tariff schedule of the Government 
of India. It has already been pointed out that under the Treaty, 
but for one oi* two exceptions, Mysore enjoys fiscal autonomy. 
Taking into account the Rail-borne imports into Mysore for the 
year 1924-25, the yield of the customs duti(»s will total up to 
Rb. 230*30 lakhs (see Table I). This figure is much greater than 
the one arrived at by computation on the population basis, r/'., 
86 lakhs. The difference in the figures is due to several reasons. 
In the first place no allowance is made for re-exports which is an 
item of some impoidance in a. Centre State like Mysore. Secondly 
in rec^ent years there has been an import of industrial platit and 
capital goods for development ptiritoses greatly in excess of the 
norma] requirements of the State. Thirdly allowance must be 
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made for that part of the imports that find their way to the 
Bangalore Cantonment on which duties cannot be levied by the 
Mysore Durbar. Fourthly import duties of the Government ol 
India followed by import duties in the Mysore State will infiate 
the prices of commodities to such an extent as to cuitail the con- 
sumption and cause a considei*able diminution in the yield oi 
the customs revenue. When these and other limiting considera- 
tions are taken into account, the figure will be reduced by a large 
percentage an<l the remainder say about Bs. 130 lakhs represent 
what Mysore will gain by levying its own tariif if it chose to do 
so. A sum of Rs. 100 lakhs or even of Bs. 86 lakhs on the popu- 
lation basis will certainly put the Mysore finances in a pi'osper- 
ous condition and the Mysore Durbai* can undertake the nation- 
building activities in which it is keenly interested with no fear 
of financial complieaiions and with no need to increase the burden 
of direct taxation. 

4. RECASTING OF THE FISCAL RELATIONS AND 
RE- ADJUSTMENT OF THE FISCAI. 
MACHINERY 


It is thus seen in what a variety of ways the fiscal and finan- 
cial policy of the Government of India affects vitally the inter- 
ests of Indian States. The Government of India decide upon 
their policy without taking the view of the States into considera- 
tion. This is because there is at present no machinery for collec- 
tive consultation and joint deliberation in matters of common in- 
terest to both the Government of India and the Indian States. 

The necessity for such a machinery was recognised by the 
authors of the Montford Report in 1919, and it was conceded that 
the Indian States had a clear right for such collective consulta- 
tion in the future. In para 311 of the Report, they observe; 

Our last proposal is intends to provide some means of deli- 
beration between the Government of India and the Princes on 
matters of common interest to both and so, to ensure that as far 
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as possible, decisions affecting India as a whole shall be reached 
after tlie views of the Durbars have been taken into account. 
In the past it certainly has occasionally happened that the States 
were vitally affected V)y decisions taken without reference to them ; 
and yet no machinery for such collective consultation with them 
has hitherto existed. It seems to us that they have a clear right 
to ask for it in the future.” It was in accordance with this pro- 
posal that a scheme was outlined foi a Ooimcil of Princes, a (V)un- 
cil of State and a Pi ivy Council, and an ideal was held out for the 
distant future of cr)nstihiting a machinery for bringing together 
the Senatorial institutions of British India and the Eulers of 
Indian States into close relation with each other. It was ex- 
liected that there would be joint deliberation between the Coun- 
cil of State and the Chamber of Princas. But there were two 
fundamental defects in this arrangement. Sir C. P. Eamasw^amy 
Aiyar in the Sri Krishnarajendra Silver Jubilee University Lec- 
ture, 1928, has pointed these defecte. Says he, “ The outlines 
of this federal organisation, if such it can be called, were obvious- 
ly very sketchy and suffer from the serious defects of failing to re- 
cognise two factors of considerable importance, viz,, (1) the people 
of the Indian States and (2) the need to co-ordinate the political 
and economic ideals of the Indian States on the one hand and of 
the peojile of India on the other in matters of common concern.'* 
The experience of the past decade has shown how this scheme has 
failed of its purpose. 

It is therefore necessary to devise another scheme which is 
practicable, as well as efficient to cope with the growing needs of 
the times and which at the same time avoids the defects of the 
Montford Scheme. With the political aspect of the question we 
are not directly concerned, though of course, fiscal relations can- 
not be considered quite apart from political relations. 

It is now widely accepted by politicians of all shades of 
opinion that the tendency in India is towards the formation of 
a Federal State. When such a Federated States of India mate- 
rialises, the Indian States will be constituent members of a Feder- 



434 


B. TIHUMALACHAB 

ation along with the British Indian Proviureis. The principleK of 
Federal finance which have been discussed before » will apply to 
such a Federal State, and the machinery which is adopted by 
the modern Federations will serve as a model to the future 
Federated States of India in the adjustment of the fiscal rela-j 
tions between the Federal Government and the Constituent States. 
But this is only an ideal and a tendency which will take a long 
time to come about. 

Imniediatelj^ a machinery will have to be found out for 
adjusting the fiscal relations between the Indian States and the 
Government of India. An Inter-State Fiscal Board, corresponding^ 
to the Inter-State Commerce Commissions of Modern Federations 
must be set up, consisting of impartial fiscal and financial experts, 
wliose function i.s to apportion the military burden, lay down 
geiieial lines of fiscal policy, and allocate the levenues from 
Customs, Excise, Salt and Opium, Railways, Posts and Tele- 
graphs and Coinage and (Currency. The administrative details 
must be dealt with by the Viceroy’s Executive Council to which 
should be appointed a new member to represent the interests of 
the Indian States. The member must l)e selected from among 
the citizens of the Indian States who i)ossess piactical experience 
of tlieii- piobleins. Further the member for Indian States should 
l?e assist e<! by ttd hoc committees consisting of representatives of 
the Government of India and the Indian States concerned when- 
ever particular i>rol)leins arise, and every Indian State should 
have the right of sending two delegates to advise the member of 
Council for Indian States when important questions of policy or 
administration have to be dealt with touching that particular 
State. 

Of the problems which the Inter-State Fiscal Board will have 
to taf*kle, the allocation of customs revenue takes easily , the first 
place. It is the most urgent, the most complicated and at the 
same time the most productive from the point of view of the 
Indian States, For iiivstance the share of customs levenues 
claimed by Mysore will be more than 85 lakhs of rupees on ty 
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j)oj)ulali(Hi l)asis, uliilr all tJif^ oilier items pal tu|»*etlier will not 
come lip to liali as niiicli. It is there foie ]U‘o])ose(l to consider this 
question in detail, Mhile the other claims can l)e solved without 
much difficulty. 

Five princi])al methods of solution can he sug'gesf*?*! 
as the customs revenues are concerned. These are (1) Transport 
in bond without breakings hulk to the States, (2) Owning* of ports, 
(8) Hiring' of warehouses at jiorts hy the States, (4) Rebates and 
drawhac’ks on g*oods finding theii' way in bulk to the States, or 
(5) The formation of a (histoms Union like the German Zollverein. 

The land-locked states may he allowed the free imxiortation of 
fmeign floods in bulk with |iroper seals under one condition, viz.^ 
that tliey undertake to collect customs duties at rales not lower 
than tile Rritish Indian taritf on all such goods when they cross 
their hordcrs. The State of Kashmir and Jammu in fact enjoys 
this concession at present. 

The second method is to allow the States in tlie interior to own 
pieces of land at the jiorts or acquire their own ports where they 
can build their own warehouses in which their imports could be 
ke])t and duties colleided before they are consigned to their own 
territories in hulk under proper seals. 

Another method is to allow the Indian States in the hinterland 
to hire warehouses at the xiorts >vhere the foreign goods intended 
for their use may be stored and then transported to their destina- 
tion after the collection of customs duties and under proper seals. 

According to the fourth method, the Government of India 
will collect as at present the import duties on all goods whether 
they are destined for the Indian States or for British India, but 
will grant rebates and drawbacks on such of the articles as will 
find their way in hulk into the Indian Stcites. By the Interportal 
Agieeinent witli the Government of India the State of Ti'avancore 
enjoys this privilege at present. 

Obviously the adoption of these methods muU lead to lack 
of uniformity in the administration of the customs tariff. Buf 
such uniformity is very essential if unfair discrimination as 
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between State and State i$ to be avoided ; and it is the reason why 
in every Federal Constitution, the administration of customs tariff 
is confined to the Federal Government. Besides there will be 
an endless number of State warehouses and State ports which 
will lead to xinnecessai’y confusion and unhealthy competition 
amongst them. Further the administration of the tariff becomes 
veiy complicated if an extensive system of rebates and drawbacks 
is put into force. And there will be in general a perpetual con- 
flict of interests and jurisdictions between the States Customs 
authorities and the British Indian Customs authorities. The 
adoption of thewse methods is therefore impracticable, confusing 
and results in much economic waste. 

But the last method, viz., the formation of a Customs Union 
is the simplest, the most practicable and the most widely adopted. 
According to this method, all the customs leveiiues would be 
collected by a single authority and then distributed amongst the 
various claimants. In Canada, for example, the Dominion trans- 
fers annually large subventions to the Provincial authorities in 
return for their release of their customs and excise revenues. In 
Australia again a fixed sum per capifn is annually paid to the 
States on the same account. The example of Germany will serve 
as a model for a scheme for the distribution of the customs reve- 
nues between the Government of India and the Indian States. 
The German Zollverein divided jbhe proceeds of the common customs 
duties among the various States in proportion to population, in 
return for the surrender of their rights to levy separate customs 
duties on goods passing through their territories. The same 
arrangement was continued by the Imperial Constitution of 
Germany. By this Constitution it was stipulated that so long as 
the Imperial taxes were ^ not introduced, the several Stat^ should 
contribute according to population what was known as Matri- 
kularbeitrage to the making up of any deficit with which the 
Empire was confronted. In 18T9 a high protective tariff was 
enacted and the authors of the measure desiring to prevent the 
Metrikularheitrage from being rendered unnecessary by the 
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increased income from the customs duties carried the Clausula 
Frankenstein or Frankenstein clause which provided that at the 
close of each year all pioeeeds from custonLs and the tobacco tax 
in excess of IdO million marks should be distributed among the 
several States in proportion to j)opulation. {Vide Ogg and Sharp: 
Economic Deve^lopment of Modern Europe.) 

Thus in all these instances, there is found the practice of dis- 
tributing the proceeds from customs duties. If any precedent 
is needed, these instances supply it in ample measure to the 
Government of India. The next x^oint to be considered is : What 
is the basis of the distribution of customs revenue? Four bases 
suggest themselves for aj)X)lication ; viz., (1) Volume of Trade, 
(2) Amount of Revenue, (3) Amount of Expenditure, and (4) 
Population, Each of these Standards has its own meiits and 
drawbacks ; but the most i^ractical and the least inconvenient of 
them has to be adopted. 

The Volume of Trade is not a satisfactory index of the Customs 
Revenues. Reliable and accurate statistics of the trade of the 
Indian States are not available. Moreover the volume of the 
trade of a country does not necessarily indicate its prosi)erity : a 
big trade may only mean that the country is so situated that it. 
serves as a highway of commerce between contiguous countries, oi 
again a comparatively small volume of tra'de may only signify 
that the counti’y has a large internal market. Therefore, distri- 
bution of the customs revenue accoiding to this method may not 
be equitable or in direct proportion to the needs of the States. 

The annual revenue of a State is not again a fair Standard. The 
component parts of the revenue, the mode in which it is raised, 
and the incidence of the revenue on the different classes of the 
community are all fac^tors which should be taken into considera- 
tion but which are under the present circumstances difficult to 
assess. 

The amount of Public Expenditure is also not a reliable basis 
for the division of Customs Revenue. Expenditure in an Indian 
State may be personal or public; productive or unproductive; and 
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only tliat piiit of the expenditure which is directed to the common 
good should be taken into account w^hen the customs revenue is 
distributed. For want of representative institutions and voting 
on the budget in most of the Indian States, it is not possible to 
diherentiate between the \arious parts of the Expenditure. 

Population is the most convenient, and the most widely accept- 
ed basis of distribution. Especially in a homogeneous country 
like India where the people in the mass have a common standard 
of living, division of customs revenue on u per capita basis will 
achieve the largest measure of equity. The incidence of the 
customs duties falls in the main upon the consumers, that is the 
people of the country. It is but right that those who pay to the 
State exchequer in the shape of high prices should reap the bene- 
fit of the customs revenue. In other words, distribution per bead 
is but a natural conse<xuence of the payment by every consumer 
to the national exchequer. Moreover this method is easy to work 
in practice and easy to understand since it involves only a simple 
arithmetical calculation. 


Table Sbowing the Yield Realisahle from the Levy of the 
Imperial Tariff on Mywre Imports^ 1924-26 
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Names of the articles 

Value of the 
Total 
Imports 

Kate of 
duty 
levied 

Amount 

levied 

//. Raw materials and articles 
mainly unmanufactured 




1 

Coal and coke 


19,81,786 

21% 

49,645 

2 

(Inms, resins and lac 

... 

46,556 

15% 

6,833 

3 

Hides and Skins 

... 

29,97,384 

Free 


4 

Metallic ores 


1,42,01,389 

10% 

14,20,139 

6 

Oils 






(a) Kerosene oil ... 


39,26,148 

15% 

6,88,923 


(ft) Liquid fuel 

... 

1,08,038 

15% 

16,206 


(c) Lubricating oil 

.... 

4,07,934 

15% 

61,190 


id) Castor oil 

.... 

7,79,743 

15% 

1,16,961 


(«) Cocoanut oil ... 


6,57,161 

15% 

98,674 


(/) Linseed oil 


20,420 

16% 

3,963 


(ff) Groundnut oil 


6,88,864 

15% 

88,330 


(h) Girigftlly oil ... 


; 6,72,438 

16% 

86,865 


{i) Others 


1 69,746 

16% 

8,963 

0 

Oil seeds ... 


12,02,797 

15% 

1,80,420 

7 

Textile Materials : — 






(a) Cotton 


2.18,67,488 

16% 

32,80,123 


(b) Fibres 


15,24,866 

16% 

2,28,730 


(c) Silk 

... 1 

17,46.890 

15% 

2,61,884 


Wool 


18,04,828 

16%, 

2,70,724 

8 

(a) Wood and timber 


16,01,799 

16% 

2,40,269 


(6) Fuel 

... 

8,504 


213 

J/i. Articles wholly or mainly 
manufactured 




1 

Apparel ... ... , 


10,02,645 

16 >: 

1,60,382 

2 

Arms and ammunitions 


8,16,400 

1 

30% 

2,44,920 

3 

Clocks and watches 


9,800 

30% 

2,700 

4 

Cycles and motor oars 


2,78,900 

80% 

83,670 


F. 88 
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Names of the articles 

Value of the 
Total 
Imports 

Rate of 
duty 
levied 

Amount 

levied 

HI. Articlea wholly or mainly 
manufactured — ( contd,) 




5 Carriages and cars ••• 

87,000 

16% 

6,660 

6 Candles ... ... 

2,31,224 

16% 

84,684 

7 Glass and earthenware 

6,78,210 

22i% 

1,51,246 

8 Others 

16,69,884 

16% 

2,60,483 

9 Dyes and Colours 

9,87,600 

16% 

1,48,126 

10 Chemicals 

63,96,496 

16% 

8,00.334 

11 Machinery 

58,04,992 

24% 

1.33,626 

12 Metals:- 




{a) Iron 

31,93,631 

10% 

3,19,363 

{h) Brass 

8,07,890 

16% 

1,21,094 

(c) Copper 

7,87,166 

16% 

1,18,873 

(<f) Mercury 

12,400 

16% 

1,860 

(e) Tin 

16,66,070 

16% 

3.49,911 

(/■) Zinc 

62,448 

16% 

9.367 

(ff) Lead ‘ ... 

65,206 

16% 1 

9,781 

(h) Aluminium 

5,12,835 

16% 

76,926 

13 Hooks and printed matter 

7,34,600 

^ 16% 

1,10,190 

14 Leather ... 

2,09,040 

... 

... 

16 Railway plant and rolling stock i 

17,89,469 

10% 

1,78,946 

16 Saltpetre 

46,005 

16% 

6,901 

IV. All other articlea of mar- 




chandiae 

85,27.666 

15% 

6,29,136 

V. Treasure 

39,64,260 

30% 

11,89,276 

VL Animals 

I'OTAI/ 

No. 76,971 

Free 

3,80,80 ,289> 


PROHIBITION AND PROHIBITION-FINANCE 
IN BOMBAY PRESIDENCY 


BT 

S. K. Muranjan, 

Karnatak College, Dliarwar 


SUMMARY 

Altliioiigh liquor lins heeu known in India from very early 
times, the largei' part of the *Boinhay Presidency was almost free 
from it under the rule of the Peshwas. The confusion and 
administrative imperfections of the early British policy seem to 
have (‘aiised a considerable spread of the habit. An extensive 
refoimi of the system was carried out in 1878 and subseic[uently , 
but nevertheless the Excise Committee of 1905-00 found the 
consumption of liquor extraordinarily high. In 192^1, Government 
accepted the goal of prohibition on the recommendation of the 
Committee of 1922 and inaugurated a system of rationing. This 
system has the great merit of allowing for the circumstances of 
each locality, but is veiy defective in that the auction of the right 
of vend prevents the ration from being made effective. Despite 
this defect, however, it has brought about some moderation of the 
evil. Liquor offences have no doubt increased but this problem 
is predominantly a local one. The consumption of other liquors 
and drugs has no doubt inci^eased but in no way proportionateily. 
As a matter of fact, the rationing system has been tried in Eng- 
land and had achieved good results between 1914 — ^22. 

After the ground has been prepared in this manner, prohibi- 
tion should be enforced in one area after another. The urban 
areas are from the view-point of finances and administration well- 
suited for this purpose. 

The greatest difRculty in the way of complete prohibition 
would be its enormous direct and indirect cost. But this cost is 
not like^ly to be as great as is supposed by the experts on the sub- 
ject and is Imund to diminish with the progress of events. It is 
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not true that India is less favourably situated for prohibition 
than U. S. A. Other difficulties in the way of prohibition are 
not insuperable. Even as reg-ards the financial difficulty, the 
problem can be trusted to solve itself in course of time either by 
means of other forms of taxation or in other ways. Both in the 
other interests of society as well as in the interests of prohibition, 
progrress must proceed by well-defined and carefully laid stages. 

There is little doubt that the people of this country have been 
acquainted with intoxicating liquors from very early times. We 
even find the w^ell-known Hindu genius for classification and 
technical detail applied on occasions to the exjdanation of the 
processes of distillation and very realistic appraisal of the various 
inspii'ating beverages. Sanskrit poetr3^— epic and lyric — ^is redolent 
with the flavour of the choice delicacies which found favour with 
all ranks of society'. Gods and sages, kings and subjects, men 
and women, none aie found raised so high or fallen so low as to 
refuse themselves this 303^ of self-abandonment. In more historic 
times, we meet with the great Buddha and the law-giver Manu 
who feel themselves compelled to deprecate in strong and earnest 
language the spread of this habit. With the rapid de<‘adeuce of 
Buddhism and the diffusion of Tantric rites, however, liquor 
seems to have once more attained its ancient sway. A tew of the 
Muslim rulers of this land later on made a spasmodic effort or 
two to expel this evil, but their success was very limited and of 
very short duration. Foreign travellers who visited this country 
shortly before the rise of British power note with sistonishmeut 
the mass-dissipation caused by grog-shops in large centres of 
population. They record also the amazing cheapness of the com- 
modity which enabled even the poorest fo raise themseflvee to the 
pitch of intoxication in one pice or two. But at no time, under 
native rule, was this addiction sought to be made an important 
source of revenue to the State. The financial importance of the 
alcohoil-habit is largely the contribution of British genius for 
orderliness and administrative perfection in all sides of social 
life. 
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Unlike other parts of the country, however, the territories 
ruled by the Peshwas seem in have been remarkably free from, the 
curse of the liquor-habit. It was only in the concluding decades 
of their rule that any appreto’able revenue began to flow into the 
State-treusui'y fiom this source. In some places, the impost took 
the form of a Ijee-tiAx or shop-tax. In others, the monopoly of 
manufacture and sale was farmed out eitlier by the Mahal or the 
shop to the higliest bidder. The offences of drunkenness or illicit 
supply of liquor were visiied with more or less severe punishment 
according to the caste and social status of the persons imi)licated. 

The advent of British rule saw the introduction of several new 
practices which are too vaiied for any brief and clear narration. 
In three or four cities, Government distilleries were set up and a 
fixed duty was levied on each gallon of liquor removed. The ex- 
pense of maintaining* an adequate number of such factories and 
the necessary estal)lishmenis deterred the Goveinnient, however, 
fiom extending this system to other places. Instead, the right of 
both manufacture and sale was sold in some districts by auction 
to the highevst Iddder, the farms comprising in most cases a few 
villages, in others, whole Tahikas. Elsewhere, the faiuner of 
Government revenue was entitled to purchase liquor of whatever 
kind and strength at fixed prices from the manufacturing castes 
and sell it as he pleased and where he pleased. In most cases, 
spirit-farms and toddy-farms were disposed of conjointly as singtle 
units. 

It soon became clear that these various practices implied little 
regard for the quality, strength, quantity or price of the spirits 
put on the market. The increase of consumption proceeded, in- 
deed, at such a rate that the local officers were soon i>ersuaded to 
undertake inqtiiries and submit reports drafted in rather strong 
language. The local Government refrained, however, from adopt- 
ing any m^sures partly l>ecau8e it was led to regard these protests 
as considerably overstated and partly because the Imperial Govern- 
ment were then contemplating legislation on this subjecit. A little 
later an Act of 1852 established universally the auclion-systeim— 



444 


6. It. muMMAK 


each auction now comprising whole Mahals, llie rival plaii of 
separate licensing vras rejected on the ground of additional labour 
which it might have thrown on the revenue eetablishments. 

In 1869, one Mr. Bell prepared a comprehensive report on the 
Excise system of this province. He pleaded in the report for a 
complete control over manufacture, imposition of a duty prior to 
removal for consumption, an appropriate discrimination in the 
rates levied on toddy and spirituous liquors, enforcement of duty 
for the payment of duty on the manufacturer rather than his 
servants, and finally an efficient establishment for control and 
supervision. Partly on the basis of this report, and partly on 
the strength of suggestions made by the Government of India 
in 1859, Mr. Prichard carried out in 1878 a drastic reform of the 
whtyle system. In the first place, the manufacture of Mhowra 
spirit was now confined entirely to Central Distilleries. The mono- 
poilies of manufacture and sale went together and were given to him 
who “ guaranteed ” to pay the still-head dxity on a minimum num- 
ber of gallons and to sell liquor within stipulated maximum prices. 
The duty was varied according to the strength of the liquid solid. 
In the secjond place, a tree-tax was levied upon all palm-trees from 
which toddy might be extracted ; but in case spirituous waters were 
exti*acted from them, the levy was to be raised to the full liquor- 
rates. Thirdly, a staff of police and inspectors was created to 
ensure a proper working of the system. In order to prevent 
illicit importation into British territories the Government rented 
also the Abkari management of most of the Native States. In 
this way, the Government secui'ed in its hands the regulation of 
the quality, strength, quantity and prices of the liquor consumed 
in this province. A Mhowra Act in 1852 put some restrictions 
on the traffic in Mhowra flower. 

In the meanwhile, largely on account of a temperance agita^ 
tion in England, the Government of India accepted in the eighties 
of the last century the goal of mimmum consumption with 
mum revenue approved by the Madras Abkari Committee of ^ a 
few years earlier. The Indian Excise Committee of 190^^ 
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found, however, that this provinee was consuming more than one- 
third of the total distillery liquor manufactured in India. Its per 
head consumption was five times as high as in other areas of high 
consumj)tion with which a statistical comparison was possible. 
The Committee laid the lylame at the door of the district-mono- 
poly S3^stem and the low rates of taxation which prevailed on ac- 
count of the fear of illicit distillation. As a result of its findings, 
the district-system wa"s replaced by the contract-distillery system 
under which the contractor is required to supply for a number 
of years a pure spirit at fixed strength to all retail shop-keej)ers 
within a given area at fixed j)rices. Li(‘enses were issued separ- 
ately to retail shops on payment of a fixed fee assessed on the sales 
of the previous year and on condition of selling the waters within 
fixed maximum prices. Equal rates were now imposed on 
foreign spiiits and toddy-s])irit and the lates on country spirit 
were much enhanced. 

In 1908, a provincial (Nmimittee dealt with the whole problem 
of foreig'n liquor. Eiom 1907, the pra<dice was inaugurated of 
consulting* Ex(*ise Advisory Committees as regards the niiml)er and 
location of the sites cd li(iuoi*-shops. The hours and days of sale 
were considerably modified, according as the state of local demand 
and facilities of illicit distillation permitted the changes. .In 
1914, the miniinuin age of persons to wliom liquor could be sold 
was raised from 14 to IG. In 1915, w*hile the rates of duty were 
being raised, the strength of liquor was simultane<yusly reduced 
to 25 IT.P. and GO IJ.P. for Bombay City and 25 IJ.P. and 30 
TT.P. for the districts. 

Shortly afterwards it was found that the maximum selling 
prices and guarantee of full measure were frequently disregarded 
and sales outside atithorised hours were frequently resorted to. 
Government met this situation in 1918 by abandoning the fixed 
fee and maximum sale-price system and adopting the Madras 
auction system. 

In 1922, the Bombay Government appointed a committee to 
inquire into the drink and drug traffic in the province and to re- 
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port upon the question of total prohibition. On the recommendst^ 
tion of this Committee, the Government accepted in 1926 the 
total extinction of this traffic as the ultimate goal of their Excise- 
policy. In 1926, another committee known after its chairman as 
the Kay Committee inquired into the financial implications of 
this goal and by a majority expressed itself as unable to formu- 
late an adequate stdienie of taxation and consequently to suggest 
a definite progi amine for the realization of the goal. In 1928, the 
Government ‘‘ while not abandoning the hope of eventually at- 
taining total prohibition ” declared their conviction that progress 
must be slow and that the time and stage of i‘eduction in consump-: 
tion must be judged according to the circumstances of each year. 

For the explanation of these later developments, we must 
now direcd our attention to the efforts made during the last few 
years to reduce consumption and the consequences which have en- 
sued from them. In 1923-24, the Government made a beginning 
by inaugurating a scheme of rationing by which the allowances 
for the whole province and for each district separately were to be 
regulated with a view to gradual iirohibitiou. The Government made 
a bliindei’ or two in the actual working out of the system which at 
first retarded progress to some extent. In the first jilace, the 
rationing was calculated on the consumption figuies of 1920-21. 
This was somewdiat unfortunate because the post-war conditions 
of speculation and moral relaxation tended in that year to raise 
consumption much above the normal level. This mistake vras 
rectified in the year 1926-27, when the rations were fixed on the 
basis of the preceding year (1925-26). Secondly, till 1925-26, the 
shop was regaided as the proper basis for fixing the total ration 
of the district. This tended to keep out of account the general 
circumstances of the district as a whole and hence to narrow down 
the basis of the policy. In 1926-27, however, the shop was aban- 
doned in favour of the district as the proper unit for fixing tha 
ration. 

This plan of rationing has the obvious advantage, when pron. 
perly worked out, of allowing the circumstances Cf each i<K*d 
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|iieir due weigfht in determining the speed of the curtailment of 
consumption. As the Excise Committee of 1905-06 found, the 
factors which influence the consumption of liquor are various and 
of different degrees of appeal to the various sections of the com- 
munity. The consumption is larger in regions of heavy rainfall 
than in those with low rainfall; as also in malarious tracts as 
compared w’ith healthy places. It is also apt to vary largely 
according to the race, religion and caste of the population. As 
between urban and rural areas, the evil has always been much 
graver in the former. Thus, a system of rationing of this type 
alone coiild have the requisite weight to local circumstances so 
ns to reduce temptations to offences against the Abkari Act t«> 
a minimum. 

But no less vital than a scientific apportionment of the total 
allowance is the price at which liquor is actually offered to the 
consumer. Since the supply is to be kept deliberately short, the 
effective disposal of the ration presupposes a selling price which 
is appropriate to that supply. But it is at this point that the 
present system breaks down in a manner calculated to put in se- 
rious jeopardy its ultimate success. The right of vend — it will be 
remembered — is at present disposed of by auction and the prices 
realized vary according to the quantity of the ration, keenness of 
competition and personal rivalry, and the expectations of the bid- 
ders regarding the general prosperity of the local community. The 
successful bidder naturally attempts to manipulate the prices in such 
a way as would seem to assure for him the largest possible return 
under the circumstances. He calculates the cost price of the liquor, 
tfie rates of still-head duty and the auction-prices paid by him 
and then manij^ulates the prices according to the prospects 
of day to day, regardless of the ration actually fixed for the 
locality. 

The consequences of this defect are apparent in the diver- 
gence which occurs between the ration fixed and the quantity 
statistics-— in particular for the district.s whicdi are notorious for 

tiieir ftddictimi to spirituous waters and their excise^crimes. * 

'■ " ' i 

F, 94 
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(In OOOs of gallons) 



1921-22 

Consump- 

tion, 

Ration. 

1923-24 

Consump- 

tion. 

Ration. 

1926-27 

Consump* 

tion. 

Presidency Proper 

2,101 

2,229 

1,708 

1,798 

1,302 

Broacli ... 

45 

54 

48 

... 

... 

Bombay City 

735 

... 

... 

445 

425 

Bijapur *4. 

19 

26 

10 

24 

10 

West Khandesh 

69 

84 

56 

76 

56 

ISast iChandesh 

69 

89 

64 

72 

40 

Surat *•* 

178 

238 

161 

217 

126 

Thana 

320 

295 

232 

233 

178 


It will be noticed from this table that the rations fixed err 
on the side of unjustifiable laxity. It is only because of the fore- 
going* defect that the actual curtailment of consumption has been 
a little too rapid in certain unprepared localities. 

How far has this experiment promoted real temperance? Opini- 
on on this vital issue seems fundamentally divided. Nor are we 
in this country in possession of many kinds of statistics relat- 
ing to this subject such as are available elsewhere. We may, 
however, invite attention here to certain general consideration^ 
and to a few figures which are at our disposal. 

A rationing system may promote temperance in two direc- 
tions. By inflating prices, it may persuade many of the occasion- 
al or hesitating conformists to become more or less permanent 
non-conformists. And it may cause many of those who are 
accustomed to excesses to moderate the degree of their dissipar 
tion. In either case the gain made is equally s6lid and worthy, 
if necessary, of substantial sacrifice on the part of the community. 

It is no doubt very difficult in practice to disentangle these 
two effects from each other and to measure their actui^l extent* 
But some general observations of this nature, it is not altogeith^ 
impracticable to hazard. In the first place, statistics of 
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iion of licit liquor have an obvious bearings on both the effects 
under considemtion. But these require to be carefully corrected 
and inferences from them to be modified in the light of evidence 
of illicit distillation and consumption. As regards the second 
effect, figures of convictions from drunkenness are a direct and 
on the whole a reliable guide to existing tendencies. Equally 
valuable are the statistics relating to deaths from Alcoholism and 
maladies and other consequences which ensue from Alcoholism. 
Cases of cirrhosis of liver, attempted suicides, suffocation of in- 
fants are examples of the latter type of evidence. It is true that 
these mishaps may proceed from other causes as well, but their 
cumulative tendencies in conjunction wdth other facts are no un- 
important evidence of the truth we are seeking to ascertain. 
Even more unerring than all these arc statistics relating to Deli- 
rium Tremens which are known to proceed from nothing but 
intemperance. If the hospitals in important places in this pro- 
vince could be persuaded to publish these figures, it would serve 
to dispel a good deal of doubt on the question. 

The subjoined table summarizes all the evidence available 
to us on the subject. 



Country Spirit 
Shops. 

Total 

OoiiBumption, 

Presidency 

Proper 

000 gallons. 

O ff e n c e 8 
afiTainsb 
Liquor. 

Convictions 

on 

off-premises. 

1919-20 

1,880 

2,641 

'2,269 


t920>21 

1,861 

2,615 

2,629 

6,552 

1921-22 

1,799 

2,101 

1,909 

4,486 

1922-2B 

1,733 

1,792 

8.435 

3,852 

1923-24 

1.688 

1,708 

3,880 

3,782 

1924-25 

1.654 

... 

4,236 


1925-26 

1,619 

1,406 

4,485 

3,834 

1926*27 

... . 1,696 

1,302 

6,416 

3,447 


The first two columns do not call for any elucidation. I€ 
is the evidence furnished by the figures in the third column which 
has drawn the hottest fire from the opponents of the ratipniug 
system in particular and of prohibition in general. It will per- 
haps be remembered in this connection that a leading paper in this 
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cauHtry — ^the Times of India— took the lead recewtly in thie attadk 
in a seiies of higrMy coloured articles which purported to deBcritbe 
the eoHapse of the Government’s Excise-policy in perhaps ti:ie 
most liquor*addicted district in this province- — ^East & West 
Ehandesh. The main ground of attack was, of course, the alleged 
conversion of the whole area into a vast clandestine," and illegall 
distillery. These figures, therefore, demand from us a moat care- 
ful scrutiny. 

It will be observed that between 1919-20 a*id 1926-2T, while 
eonsumption has been cut down to half, the number of liquor- 
crimes has more than doubled. It may well be that the proportion 
of detected to undetected crimes has grown worse and that the 
figures under consideration understate the case. It has been found 
that instead of Mliowua alone, jaggery, molasses, dates, bajri, 
toddy, etc., have now come into vogue in certain places as the 
bases of distillation. Raids on villages in some parts can now 
be undertaken in force only and cases of assault upon the raiding 
oflScers have become more frequent. Yet, although these facts 
stress the difficulties of the goal set before the community, they 
do not on further consideration support the unqualified condemna- 
tion passed upon the of the present policy. 



Liquor 

()fT«*iice8 

Total. 

Illicit Distilla- 
tion and 
Possession of 
Implements. 

Illicit 

Possession. 

West and 
Blast 

Liquor 0, 

l9t9-30 

2^69 

••• 

... 

*»• 

1990-31 

2,629 

1.196 

889 

*•« 

1991-33 

1.909 

1.148 

168 

661-1' MB 

t9U-23 

3,435 

1.686 

663 


t933r34 

3,880 

2,630 

633 

1,196+400 

1934-36 

4,236 

... 

... 

M* 

1935-26 

4,485 

3,611 

917 

».* 

1936-37 

w 1’ I e -1 « 

6,416 

3,883 

870 

1,127+400 


It should be noted in the first instance that the motive to 


oftences against the liquor-law is twofold. Gvor and above 
object of personal satisfaction, many persons are now lured into 
these activities by the Impe of quick, and extraordin a ry 
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which the high prices of liquor have made possible. It is indeed 
the common complaint now with excise-o-fticers that the prizes 
offered for information prove far less tempting than the trade of 
illicit distillation. If i)eople were really led into breach of law 
by the motive of personal gratification, then the unusual increase 
of liquor offences would certainly have involved a proportional 
increase in the crime of illicit possession as compared with that 
of illicit distillation and possession of implements for it. But 
the figures quoted above reveal that the proportion is almost 
stationary. In other words, the tendency to drink in disregard 
of law has not become very much worse than before. This con- 
clusion is reinforced very strongly when considered together with 
the very remarkable and progressive decrease in the figures of 
conviction for drunkenness cited above. The figures attest most 
indisputably the effect of modemtioii and curtailment in the pre- 
valence of the vice which the ration S3^stein with all its defects 
has brought about. On no other ground can we reconcile the 
contradictory suggestions of columns 8 and 4 in the table set forth 
above. 

Incidentally, it is also necessary here to point out how the 
problem of enforcement of iirohibition is fundamentall^v a problem 
of a few difficult localities. The table above brings out the extra- 
ordinarily^ large contribution to the number of localities made by 
one such district — the East and the West Khandesh — inhabited 
hy^ the backward and uncivilized tribes. The wisdom and advant- 
ages of a rationing system as an initial prei>aration for total 
prohibition are thrown into bold idief by nothing so much as these 
local situations. The proper remedies in such cases are a more 
scientific fixation of ration and prices, a strengthening of the 
hopelessly inadequate Excise staff, and a definite policy of co- 
operation from other Departments, particularly from the Co- 
operative and the Police Departments. This is the real moral 
which impresses itself upon the impartial observer on a perusal 
of the articles in the Times of India adverted to above — a moral 
which the writer nowhere shows any consciousness of. 
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The success of the ration-system may not perhaps hf aeeeptefl 
as proved unless its effects on consumption of allied liquors and 
dimgrs are also examined. The following table marshalls forth 
the reievaiit statistics on this point. 



Toddy 

Consump- 

tion. 

Foreign 

Liquors. 

Ganja, Bhang. 

Opium. 

Oharas. 

1919-20 

... 

1,624 



... 


1920-21 

12,662 

1,808 

41*2 

8*4 

42*6 . 

7*6 

1921-22 

... 

1,427 

386 

92 

80-8 

8*6 

1922-23 

12,792 

686* 

44*6 

8*9 

... 

... 

1923-24 

13,186 

748 

466 

8*2 

... 

... 

1924-25 

... 

775 

44*4 

7*6 

... 

- 

1925-26 

12,865 

849 

43*0 

71 

... 

... 

1926-27 

12.326 

... 

... 

... 

... 

... 

These figures — it will 

be agreed 

— hardly 

call 

for any 

modi- 


iication of our foregoing conclusions. 

It would be extraordinary if this rationing system does 
not achieve substantial success in this country with its strong 
moral sentiment against drink, when, as a matter of fact, similar 
restrictions have w’orked surprisingly well in other countries 
without any such initial advantage to boast of. The experiences 
of England during the war-period .are j^articularly germane to 
our present thesis. Among the various measures adopted there, 
three only proved successful and produced good results attested 
well by police returns and medical statistics. These principal 
measures were curtailment of hours of sale, limitation of supply 
and diminution of strength, and finally in prices. Yet, England 
then was, and still is, least inclined to accept prohibition and 
the only motive which persuaded her to fall in with these inter* 
ferences with the Englishman’s traditionail liberty was that of 

♦ All these figures are made up of fermented Hgiiors, potahle spirits, and 
wines. The fall in this and subsequent years is due to the fa<^ that only 
actual sales, 6,, excluding the wholesales, are recorded. 
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0iisuring the highest industrial efficiency in the manufacture of 
ammunitions.^ 

The greatest defect of the present system — as already pointed 
out~^lies in the fact that the device of auciioning the right of 
vend without any condition as to the saie-prices of liquor ivS 
incompatible with the full disposal of the ration fixed upon. To 
the extent to which the actual sales fall short of the ration, the 
effectiveness of the system is no doubt gi*avely reduced. It would 
not be difficult, however, to modify it so as to remove the anomaly. 
But, however improved, this system must involve long delays in 
advancing from one tentative stage to another and ultimately reach 
a jjass when further advance along the same lines must be barred. 
We have therefore to canvass the effectiveness and practicability 
of alternative policies, which may replace it in the pursuit of the 
same goal. 

Three different points of attack suggest themselves at once. 
In the first place, we may attempt the experiment either in the 
districts which betray high consumption or those with a compara- 
tively low consumption. Or secondly, we may grapple with the 
urban areas alone with or without observing the distinction, made 
above, with regard to consumption. <)r finally, we may draw 
a line of isolation between urban and rural areas as a whole and 
enforce prohibition in eitlier of them. 

The first alternative is bound to present administrative diffi- 
culties in their most acute form. Districts of high or low 
consumption are to be found in all the divisions of the province 
and the isolation of. each from its contiguous territories would 
mean a separate establishment for each compact area. The diffi- 
culties would be at their maximum if the districts first selected 
are those most abandoned to the liquor-habit. With prox^ortional- 
ly high expenses of establishments and maximum opportunities of 
illicit distillation and impoiiation, the experiment would from its 


t ** Brink in 19X4— : A Ijesson in Control by Arthur Shadwell (Longmans), 
ChapierB 2, 7 and 10. 
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veiy inoeption be doomed to failure. It would be - 

ferable to select the division) as the area of operatioBr^wbateew 
jealousies and heartburnings it may cause in tlie rest of the 
province. 

As regards the last i>lan, both administrative and financial 
difficulties warn us against attempting prohibition in rural areas. 
The perilous condition in which have been placed in certain 
localities by our present rationing system gives us ample indication 
of the extent to which the ground is still unprepared there. . Unless 
this system is perfected and made to yield still better results, we 
shall not be justified in embarking on such a ha'/ardous course of 
action. 

In our opinion it is the second alternative which holds out the 
greatest promise of present success. It is in the urban areas that 
the facilities for illicit distillation are most restricted and detection 
of crimes most easy. It is in the urban areas also, that the ordinary 
police can be made to reinforce effectively the efforts of the Excise 
Staff without any fear of bringing demoralization upon them. 
Above all, nowhere else is public opinion so well-organised, so 
persistent in its action, and so eff'ective when enlistcKl in the 
service of an approvfid cause. The only serious difficulty would 
be in guarding all approaches to the town whether by railways or 
by ordinary roads. But our toll system and railway police ought 
not to find this responsibility be^-oud their capacities. Whether 
any distinction shoiild be made among the towns on the basis of 
their consumption would be a matter of mere detail, to be deter- 
mined according to financial convenience. 

It is obvious that the benefit of prohibition is likely to be 
nowhere more marked than in the urban areas. Their present per- 
head consumption is five or six times as high as in rural areas. 
The loss of efficiency and moral backbone^ is all the more pro- 
nounced because of the notorious oonditions of our town life. 
Besides, it cannot be too strongly urged here hhat town life is to 
a large extent the real source of some of the cantaminations which 
afflict our rural life. 
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Tte financial implications of these several alternatives are 
brought out in the table sufiixed to this paper — which may be 
summarised as follows: — 

Country Liquor only (in lakhs) for 1925-26 and 1926^27 

Prohibition in Districts of high consumption would involv’e loss= 85*4&;64*4 



»» low ,, 

11 

11 

„ = 861&a9-3 


„ urban arean y, 

11 

11 

„ = 26mi7 9 


»y 11 >1 11 11 

11 

11 

„ = 27*8&367 

„ 

„ all rural areas „ y, „ 

11 

11 

„ = 63*7&68*6 


„ y. urban „ „ „ „ 

11 

11 

„ = 63*7&63*6 


„ City and Island of Bombay „ 

11 

11 

„ =5l0a'6&76-8 


This table ought to make clear how from the financial point 
of view, the urban areas i)resent the most favourable field for 
enforcement of prohibition. The question of the City and Island 
of Bombay and i)erhap8 one or two other big cities would have to 
be dealt with sepai^ately and perhaps on different principles. It 
would not be unfair in the case of Bombay, for example, to ci^ll 
upon the municipality and particularly the Textile Industry |o 
contribute tow’ards meeting the big void of prohibition since they 
will appropriate directly the greater part of the benefit. 

We may now address ourselves to the last and perhaps the 
most vigorously debated issue in connection with prohibition. 
What are the ultimate financial implications of this goal? Let 
impartial figures convey their own tale on this point; 


Total Revenue. 

Total Excise 
Revenue 
minus 

Expenditure. 

Country 

Spirit. 

Toddy. 

Foreign 

Liquor 

Opium 

and 

Hemp* 

1931-83 ... 

813^9 

... 

... 

... 

42-2 

1933-8S .. 

390-1 

269*9 

32*0 

14*4 

43-7 

1983-34 ... 

399*8 

276*1 

... 

... 

46*6 

1934-36 ... 

40t‘8 

... 

... 


49*3 

19»-3e ... 

861*8 

260*0 

46-6 

... 


1936-87 ... 

845*4 

238-4 

491 

26*9 

69*2 

1937-38 ... 

837*9 

238*0 

48*5 

26*9 

68-8 

1938-39 ... 

. 889-8 

988*0 

49*0 

29-4 

68*9 

F. 85 








456 S* K. MtJRANJAN 

lir will be abvious tkat even tke direct financial cost of proki- 
bition is Very heavy — almost beyond tke capacity of tkis province. 
Tke present net revenue from Excise after adjustments for certain 
small items of receipts, expenditure and contract-payments aggre- 
gates to about 3J crores of rupees. If toddy were to be excluded 
from our present policy as a temporary compromise and the City 
of Bon^bay were to be made to pay for tke direct benefit in indus- 
trial eflSciency received by it, tkis aggregate would fall down to 
a little more tkan two crores. To tkis loss has to be added tke 
indirect recuiring and non-recurring cost of prohibition by way 
of preventive establishments, which has been variously estimated 
at from to crores annually. The Kay Committee itself 
hazarded by a majority an estimate of about IJ to 2 crores 
annually. 

There is little doubt that the estimate of crores made by 
the expert ofl&cers of the Excise Dei)artment for the benefit of 
Kay Committee was grossly exaggerated. Some of these elements 
of exaggeration have been well-exposed in paragraph 7 of the 
Committee's report. There are, besides, other means by which the 
cost of preventive watch and ward can be very materially reduced. 
The employment of the ordinary police and railway force — at least 
in the urban areas and other places — will enable us to dispense 
with a large x^ai*t of the proj^osed huge establishment of several 
thousands of Chowkies,^ In any case, there is no reason why the 
work of the proposed highly paid special detective agency at the 
top should not be entrusted to the headquarters of the police 
department. As the Kay Committee put it cautiously, excise 
crime cannot be wholly isolated. The reduction of recurring 
expenditure along these lines will mean a corresponding contrac** 


*Mr. Clifford’s scheme for Sind provides for 1,1S0 Chowldes with 10 emplc^eei 
in each. Mr. Ghosars scheme for Presidency Proper provides for 54^000 peons 

and mounted men, i.e., for about 6,000 Chowkies. The expenses for the 
schemes are estimated at 184 and 67 lakhs, while 14r. MoOtegor^ 
estimate works out at 181 lakhs only. 
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tion in jkke amazing estimates of 5 and 3^ crores of rupees for 
non-recurring expenditure.^ 

Not unfrequently do the opponents of prohibition call our 
attention to the newspaper reports about the happenings in the 
United States under a dry regime. It is in the first place ex- 
tremely doubtful — as pointed out by an experienced administrator 
and statistician like l)r. Newsholme^ — whether these reports are 
anything more than selective newspaper propaganda based on the 
facts conceining a few incorrigible localities like New York City 
and State. Besides^ this comparison overlooks some of the most 
hopeful factors in the situation here — namely, the religious and 
social sentiment against liquor, the law-abiding chaiacter of the 
masses, the teetotaller habits and traditions of the classes and 
castes which materially influence the standards of social propriety 
and behaviour. It is well-known that extensive illicit distilla- 
tion is most frequent among certain well-marked and isolated 
aboriginal and backward sections of the population only, from 
whom the epidemic is not likely to spread to other classes and 
areas. Above all, since prohibition is to be attained by stages 
only, the initially estimated cost of prevention is bound to diminish 
automatically with changes in the habits and outlook of the com- 
munity and the rise of a new generation unacquainted with our 
present evil influences and habits. 

The other diiflculties in the way of prohibition are compara^ 
tively \mimportant and admit of easy remedies. The first of 
these is presented by the Native Slates whose frontiers run along 
with British territory. Their Abkari is at present managed by the 
British Government which expires in 1934-35. Since the past has 
taught them to depend for a considerable part of their revenue 
upon this source, it is no surprise that at this moment they are 
opposed tooth and nail to any imposition of prohibition upon them 

3 The provisions for buildings alone in file two abovemantionad schemas comS 
to 2 1/5 and 4 1/8 crores respectively. 

4 See ** Prohibition in America" by Dr. Arthur Kewshdme. P. 8. 
King A Co. 
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from outside. The most easy way out of this difficulty would be 
either to grant them compensating subsidies or to isolate itSiem 
from British territories by a chain of excise police. The practi- 
cability of either of these two alternatives in the present state of 
our finances may perhaps be very doubtful. As a last resort, 
however, the use of the long arm of political power would certain- 
ly be amply justified and is bound to be completely effective. The 
second problem would be to persuade the Government of India to 
forego its present Customs Revenue from imported liquor but it 
is not likely that any opposition would be encountered from that 
quarter. 

On consideration of all these various probabilities we feel 
ourselves amply justified in placing the total ultimate financial 
obligation implied in total prohibition at 4J crores of rupees, 3J 
crores of rupees of which represent the net loss of levenue and 
IJ represent the cost of preventive establishment, etc. It is 
probable that the final actual figure may be below this even. 

Several proposals for meeting this big void have emanated 
from different quarters. The propriety of the new avenues of 
taxation and other allied measures put forward cannot, however, 
be discussed here unless we discuss along with them the present 
income of the community, the changes which may occur in it as 
a consequence of prohibition, the present burden of taxation and 
its apportionment among individuals and classes. It is sufiicient 
to note here that the Kay Committee could suggest taxation to 
the extent of 4^ crores only. A dissenting minute to the report 
adds other avenues including retrenchment which are estimated 
to succour the Government to the extent of crores more. It 
should be noted, however, that Government themselves, in their 
recent press-note on the subjecti, do not place the additional 
revenue from all new sources of taxation available to this provinde 
at more than 2 crores. 

It is probable that this problem may becinne more easy of 
solution in the course of time on account of some natural expan- 
sion in the present revenues, some re-adjustments in Jlie relations 
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of Provincial and Imperial Governments, some improvement in 
the attitude of the eoinmunity itself. But even after making 
aillowances for all these hopeful probabilities, these figures and 
facts make any drastic and rapid enforcement of prohibition im- 
practicable and even undesirable. It is too precarious a gamble 
for any sane Government in our present conditions to rush head- 
long into. 

The implications of prohibition for the other activities of 
Government are no less serious. Government are already com- 
mitted by statute to heavy financial obligations on behalf of 
education for a number of years to come. By past policy and 
verbal promises, they are also bound to satisfy tbe large and 
insistent claims of sanitary and agricultural development. But 
any policy of rapid prohibition* implies, in the present circumstanoes 
of the province, a more or less . complete arrest of progress in all 
the other branches of the life of the community, which are financed 
out of Government resources. Nor is the import of this threaten- 
ed educational and sanitary stagnation less worthy of attention 
from the view-point of the ultimate objective of Temperance 
Reform itself. After all, it is upon the progiess of education 
and public opinion, the development of sanitary habits and 
healthy outlook aegarding life, that we must depend for that 
permanent change in the standard of life of the people, the hope 
of which alone justifies drastic policies like that of prohibition. 
Standards of life and activities, however, respond but very slowly 
to external changes in environment and changes too rapid for the 
people to assimilate are apt to expel present evils only to make 
way for others e<iually injurious to the quality of human life. 
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Consumption 


District Head- 
quarters and towns Rural Consumption. Presidency Proper, 
over 10,000. 



Total 
000 gal- 
lons. 

Per head 
Drams. 

Total 
000 gal- 
lens. 

Per head 
Drams. 

Total 
000 gal- 
lons. 

Per head 
Drams. 

1919-20 

1,450 

38‘5 

1,408 

4 

2,641 

... 

1920-21 

1,621 

21'8 

1,222 

3*7 

2,615 

... 

1921-22 

... 1,808 

17*3 

920 

2*8 

2,101 

... 

1922-23 

1,160 

16*3 

766 

2*3 

1,792 

5*3 

1923-24 

1,662 

14*0 

776 

2*4 

1,708 

5*1 

1924-25 

••• 

... 

• •• 

... 

... 

... 

1925-20 

866 

11*9 

664 

2*3 

1,405 

4*2 

1926-27 

809 

11*3 

602 

2 1 

1,302 

3*9 


for Presidency in- for Presidency in- for Presidency 
eluding Sind. eluding Sind. only. 


{1925, 1926, 1927 same statistics.) 



Cost price 
per gallon. 

Max. and Min. 
auction price* 

Per head 
Consumption 
Drams. 

Average 

Duty. 

Homhay... 

2 8 0 

4 9 8 

5 1 0 

173 

7 12 0 

Poona 

1 13 4 

6 0 0 

2*9 

6 12 0 

5 14 0 

4 13 0 

Kasik 

1 13 0 

8 8 0 

1*9 

8 3 0 

10 6 0 

8 13 0 

Dharwar 

1 12 0 

6 0 0 

1*6 

6 13 0 

6 10 0 

4 8 0 

Bel gaum 

1 12 0 

5 0 0 

1*4 

6 12 0 

6 10 0 

4 8 0 

Bijapur ••• 

1 12 0 

4 2 0 

•7 

6 13 0 

8 0 0 

1 

4 8 0 

Bholapui' 

.. 1 12 0 

8 6 0 

P6 

6 13 0 

U 0 0 

4 8 9 
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Country^spirit (in Lakhs.) 



1921-22 

1922-28 

1933-24 

1924-25 1925-26 

1926-27 

Reoeipts from 

Sti 1 l-H e a d 
Duty 

188 

192 

180 

141 

129 

Vend and Li- 
cense Fees 

43 

77 

90 

96 

48 


NOTE 

The income from country spirit is derived at two stag^. A 
duty is levied, in the first instance, upon every g^allon of spirit 
manufactured in and removed from the distilleries. This duty 
has been raised successively so that from Rs. 3-9-1 per proof 
gallon in 1906-07 and Es. 7-2-7 in 1919-20, it stood at Rs. 10-10-3 
in 1923-24. With the decrease in the issue of liquor to the shops, 
this part of the income has shown a tendency to steady diminution. 

The other part of the income is received from fees for the 
right of retail vend which is put to auction. For this purpose, 
the Collector fixes in the first instance upset prices ’’ which are 
based upon various factors such as the price at which liquor is 
likely to be sold, the previous prices obtained by the shop, over- 
head charges like rent, etc., facilities for illicit practices for illicit 
distillation, etc. These upset prices ’’ thus vary from locality 
to lociality. The final prices realized at the auctions are also 
different according to the conditions of the localities, although 
somewhere in the neighbourhood of the upset prices.*^ 

The income from toddy is derived from (1)' tree-tax, iand (2) 
fees from the retail sale of toddy. The tree-tax was allowed to re- 
main without change at a low level for 36 years till 1924. In that 
year, the rate per date tree was fixed at Rs. 6 and Rs. 3 in the high 
yield and low yield areas respectively and at Rs. 1-8-0 for Mandvi 
(North). The rate for cocoanut and brab trees was to be twice 
as much. As a result of this, the number of trees tapped has 
continuously diminished. 
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The revenue from foreign liquors consiste of (1) duty on such 
liquors manufactured in India which are mulcted at Sea-Customs- 
Tariff Hates and (2) license-fees for the privilege of sale of these 
and imported liquors. 

The cultivation of hemp for Ganja is restricted to four villages 
in the Ahmadnagar district. The licenses and areas of consump- 
tion are strictly restricted. The revenue is derived from (1) 
quantitative duties on issues from warehouses, and (2) vend-fees; 


Extracts from Excise Adminutration Reports 
1923-24 

Excise Commissioner’s Observations 

“ From the district reports received it appears that this in- 
crease (in Ganja consumption) ds chiefly due to people finding 
country-spirit too expensive and resorting to Ganja.” (Page 12.) 

“ In America the advent of prohibition brought with it a 
large increase in the police force, but here the excise policy 
amounts to gradual prohibition, the machinery which has to en- 
force it is being drastically cut down. . . The Government does 
not want to convert liquor-drinkers into Ganja-smokers, but still 
the transformation is taking place.” (Page 18.) 

Resolution of Bombay Government 

“ But, while the largely increased consuihption which they 
evidence is undoubted, it cannot be affirmed with any degree of 
certainty that it replaced country liquor to any material extent. 
The figures cited above would go to show that the reasons for the 
increase were apparently of a local character, while the fact that 
the increase of 4,262 licenses in the Presidency Proper occurred 
mainly under the head of Domestic Consumption, Licenses would 
further support the interence that the increased consumption 
occurred among a class who ordinarily use toddy and not among 
those who are addicted to country liquor.” 

w:m 
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In view bf their comparatively harinleas. nature (hemp- 
drugs), the increase however calls for no particular notice at this 
stage. * . This fact would strongly suggest that the increase of 
Ganja was due to the prohibition of the more deleterious drug 
(charas) and was only remotely connected, if*at all, with the 
reduced consumplion of liquor.*’ (Pp. 2-3.) 

But other cduses could also be suggested. . . • Government 
are therefore inclined to attribute the increase in <irime mainly to 
the wider causes alluded to above and are of opinion that, viewcKi 
in this light, the problem of eradicating this species of crime is 
as much a question of vigilance on the part of the Excise Depart- 
ment as of the gradual weaning of those addicted to drink and 
finding other avenues of employment for those who have been the 
purveyors of it. For their own part it is most essential for 
Government to find alternative uses for those articles — principally 
Mhowra flowers — which are used as bases for liquor and are j)ro- 
clueed in abundance in certain parts.” 


1926-27 

Excise Commissioner’s OrservatioNvS 

For instance in one of the biggest English Clubs in this 
Presidency w^here formerly the monthly drink bill of an individual 
member was on an average Es. 40, it is now only Es. 22. . . . The 
larger cities are responsible for much of the increased consump- 
tion of foreign liquor.” (Page 17.) 

I am glad to say that so far as we can find out the opium 
habit is not spreading. Ganja is replacing liquor but opium is 
not. . . . Actual inquiry, however, shows that whilst on account 
of the heavy price the amount smoked by each is much less, the 
number of addicle has increased enormoqply.” (Page 20.) 

The work of the Department is getting so arduous that 
many of the subordinates broke down under the stress and no lesi 
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than 129 subordinate officers had to proceed on leave mostly on 
medical certificate/^ 

Rbsoltjtion of Bombay Government 

The diminished consumption (toddy) in the Presidency Pro- 
per is to be attributed not to the spread of temperate habits but 
^ to the general trade-depression and in some eases also to the un- 
favourable character of the season/^ (Page 1.) 

. . Illicit distillation is also carried on on a more extensive 

and organised scale than ever before A further cause 

which tends to nullify the good effects wdiich are fought to be 
secured, to the great sacrifiee of Government revenues, is the newly 
acquired habit of ganja-smoking which is supplementing, if not 
supplanting, the drink habit in parts of the Deccan/’ 
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CULTIVflTOR\S RIGHT SANCTIONED BY ANCIENT 

CUSTOM 

The present distribution of land in India is fraught with 
great economic and social danger. Throughout India the ancient 
custom and tradition laid down that the cultivator had a right 
to retain his holding so long as he paid a definite share of the 
harvest or the tax demandable from him. In Southern India, 
where most of the land is held by petty occupiers direct from the 
State, this custom has been respected from the beginning of the 
British rule. In the ryotwari areas in Madras the registered 
occupant of each field is entitled to hold the land for ever, so long 
as he pays his land revenue; and inheritance, tranoj^r, mortgages, 
sale and lease are without restriction. Similarly, in Bombay, as in 
Madras, a ryot is secure in possession of his holding, so long as he 
regularly pays the instalments of his land revenue and the right 
of occupancy, in the case of the ordinary survey tenure, is 
tj’ansferable by inheritance, sale, gift or mortgage without res- 
tr iction. 


ITS DENIAL IN THE ZAMINDARI TRACTS 

But in Northern India, in both the permanently and tem- 
porarily settled districts, the tenants or ryots still lack complete 
protection. The zamindnrs being declared to bo ** proprietors 
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of the soil/' ^Mand-holders/' ‘Mand-owners/’ in the legislation 
of 1793, it follows as a natural consequence from this and from 
the introduction of English ideas that the ryots have come to be 
looked \ypon as their tenants. Every prejudice arising out of 
Western notions of property and the reflations of landlord and 
tenant in Great Britain was entirely on the side of the zamindari. 
There cannot be the least doubt that even in Bengal every settled 
cultivator formerly was entitled to be maintained in the quiet 
occupation of the land he tilled, so long as he paid the established 
quota of land-tax to the zamindar. This was a right inherent in 
the cultivator as sanctioned in the traditional land law, and did 
ncrt in any way emanate from the zamind^r as sudder 'malguzar* 
It was unfortunate that at the time of the Permanent Settlement 
the rights of the ryot were not defined at all. The Government 
was unable to ascertain them fully and accurately. Even Shore, 
in his Minute of 1789, remarked : With respect to the ryots, 

their rights appear vei*y unceHain and indefinite." The Govern- 
ment was also apprehensive lest enquiries into these rights should 
excite suspicion in the minds of the zamindars that the assess- 
ment of the revenue was not really meant to he permanent and 
it indulged a strong hope that zamindats and ryots would, as 
did landlords and tenants in England, adjust all matters of dis- 
pute betw€>en them by contract.^ Unfortunately, the subsequent 
regulations of 1799 and 1812, instead of conferring security of 
tenure upon the tenant, left him practically at the mercy of the 
zamindar. His property was rendered liable to distraint and his 
person to imprisonment if he failed to pay his rent, however ex- 
tortionate it might be. It was only in 1859 that we witness the 
enactment of a law restricting the zamindar's power of enhance^- 
meiit in certain cases. The landlords of Bengal, profiting by 
special rules made in favour of auction-purchasers and devised 
to protect the Government revenue, persistently and with the 
sanction of the courts enhanced rents and ejected tenants arbitrari- 

S The of the Bent l^w Commission, pp. 
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ly, thus denying to the ryoU the security which they enjoyed 
according to ancient custom and which it never was the intehtian 
of the Government to abrogate at the time of the Permanent 
Settlement. 

STAGES OF TENANT PROTECTION IN THE PEOVINCES 

Tenant protection is now sought after the model of the Bengal 
Tenancy Act of 1885, which secured the status and privileges of all 
classes of tenants in Bengal, including Bihar and Orissa. This 
Act provides that every ryot who has held any land in a village 
for twelve years aquires thereby a right of occupancy, and 80 or 90 
per cent of the occupants have such right. The non-occupancy 
tenants cannot be ejected excepting in execution o-f the decree of 
a competent couri, nor can their rents be enhanced at shorter in- 
tervals than five years. In the province of Agra the 12-year period 
of continuous possession formerly constituted the basis of the ac- 
quisition of occupancy rights. While in Bengal the right of cxjcu- 
pancy accrued without any trouble or .^ harassment, in Agra the iu- 
crease of occupancy areas was slow and uncertain, and was accom- 
panied by chronic litigation. 

In the new Tenancy Act for Agra the 12-year rule has been 
abrogated, and for non-occupancy tenants a life interest has been 
granted with a succession for five years, as in the case of the sta- 
tutory tenants of Oudh. The position of tenants in Oudh is excep- 
tionally weak, though there is no doubt that the recent Oudh Bent 
Act contributed iarge>ly to ameliorate their condition. This ac- 
counts for a chronic discontent among the peasantry which lies be- 
low the surface. The British Settlement Officers feel that the rights 
and privileges of the land-holding aristocracy have been bolstered 
l>y pledges which have now proved inconvenient for land reform* 
There cannot be any doubt whatsoever that the land-owning classes 
of Oudh will find it to their interest to give adequate protection to 
the tenants. As time elapses, the so-called statutory tenant will 
claim and granted occnpancy rights by prescription, and per^ 
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hap8 a beginning in this direction will be represented by the 
principle that a statutory tenant may acquire occui>ancy rights in 
land cultivated from year to year without a lease for at least 12 
years. Similarly, in the case of the non-occupancy tenants in 
Agra, permanence and heritability are the incidents to which the 
present life tenure will assimilate itself sooner or later as a result 
either of enlightenment among the landlords or of acute discontent 
amongst the tenantry. 

Another direction of reform lies in the restriction of the ac- 
crual of .v/r rights for the landlord both in Agra and (Judh. The 
justification of sir rights mainly lies in the advantag’^es of superior 
cultivation by the landlord who commands larg'er capital and 
shows greater initiative. TJius sfr rights ought not to be allowed 
to accrue beyond the extent to which tlie landlord’s family can 
cultivate the holding without* importing into it permanent out- 
side labour. On a similar principle there are grave objections 
to the letting of sir land. Sir rights are incompatible with the 
lease of the land. The same principle will apply in the case of 
zamindars of the Madras Presidency who usually have honie-farm 
lands over which the3^ possess complete riglits. As regards the 
rent rates, the principles now adoptetl in the recent tenaiicj' 
legislation of Agra and Oudh are sound. Rents are now fixed at 
Settlement, the periods of which differ in various provinces, and 
the Settlement or the Ryot-j^ear Oflicer has powei’ to reduce exor- 
bitant rents. The rents can be enhanced a.t fixed interviUs, and 
the rates fixed by the Roster-year Officer govern all the rent suits 
for the determination of rents. There is little doubt that the 
special machinery devised in Agra and Oudh will be in closer 
touch with the local economic data on which alone fair soil rates, 
district by district, should be based, 

ARBITRATION OF RENT DISPUTES 

!Bie great disadvantage of Stale machinery for the adjust- 
ment of tents, however, is its inelasticity and complexity of prc>- 
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cedure. Perhaps a move in the right direction will be represetiited 
by the formation of arbitration tribunals 'whose procedure will 
be much simpler and whose decisions will be quicker and more 
acceptable than the decisions of courts and revenue authorities. 
Japan, by laws passed in 1924, has laid down regulations for 
arbitration in the matter of tenancy which may be adopted with 
excellent results in the permanently and temporarily settled 
tracts of India. In Japan, when a dispute arises on the subject 
of the amount of or of other questions connected with i^ent, the 
parties may present a request for arbitration to the provincial 
tribunal, which can deal direc^tly vritli the question or submit it 
to an arbitral commission, the latter to be composed of a presi- 
dent and of at least two arbitrators. If on the day of hearing the 
parties have not come to an agreement, the tribunal or the com- 
mission, as the case may be, must pronounce its decision; when 
this decision oomcKS from the commission, it must be submitted 
to the tribunal for ratification .2 

In Bengal, Bihar and Orissa the dispOvsal of rent suits is 
left in the hands of the Civil Coiirts. Now the number of rent- 
suits filed each year in many districts is increasing considerably. 
In one district as many as 17,565 rent-suits were filed in 1918, 
in almost every case for three years’ rent of a holding. It means that 
every year the rent of 60,000 tenancies falls into arrear and ulti- 
mately has to be realised by the civil courts. On the whole, the 
number of tenancies in the district, the rent of which may be ex- 
pected to be realised by suit if it falls in arrear has been estimated 
at rather under three lakhs. The civil court procedure is both 
expensive and dilatory and the tenants also put forward every de- 
vice they know to gain time. An alternative method is necessary. 
TVhetlier the matter should be left in the hands of the revenue 
officers, or to special land courts, depends njjon local conditions, 
the character of the landlords and the degree of education of ihe 
tenants. 

2 liiternatipnal Year Book of AgHcnHural Legisliitioti, pp. 1001^100$. 
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ADVANTAGES AND DRAWBACKS OF PKODUCE- 

SHARING 

Similarly, tlie prodace-rent system, which is now everywhere 
discouraged in India as being an engine of oppression of the 
tenantry, need not be discountenanced altogether. In Bihar the 
produce-rent system is more prevalent than elsewhere because the 
zamind^rs have played their due part in the construction and 
maintenance of private canals, channels and embankmente. 
Moreover, the jiroduce rent represents an automatic adjustment 
to rural economic conditions. From 1859 the enhancement of 
existing cash rents in Bengal and Bihar was not so easily effected 
as hitherto, and since 1885 it has been comparatively difficult. 
Since the Bengal Tenancy Act became law, Bihar zamindaTs 
generally have been endeavouring to obtain produce rent for as 
much land as possible. There is no necessity here for the institu- 
tion of suits for enhancement on the ground of rise in prices, and 
to the full extent of the rise. The tenants, however, generally 
detest the appraisement system, which gives at each harvest occa- 
sion for friction with landlords; among the petty estates the sys- 
tem does not work as great hardship as in the larger ones. The 
system undeniably gives opportunities to speculative purchasers 
in Bihar to annul for practical purposes all the pi*otection which 
agrarian legislation has afforded to occupancy ryots, of which ad- 
vantage sometimes has been taken.^ Apart from this, the inter- 
dependence of inigation and produce rents in man 5 ’^ cases produces 
a happy result. Where rent is paid in kind the landlord who neg- 
lects his liabilities in respect of irrigation works will at once feel 
the resTflt^^in his pocket; these high rents do give him a direct 
inducement to do his duty. In fact the introduction of commu- 


SPfttna District Ga*etteer, p. 14. 
F. S7 
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tation has in many areas led to the neglect of irrigation works and 
the ryots are now beginning to realise that the convecrsion of pro- 
duce rents into money rents has not been altogether beneficial; 
Although theie is a stipulation that the landlord can realise the 
fixed money rent only as long as he maintains the irrigation sys- 
tem in order, the 1‘esult in practice has been that he seldom does 
this. Thus the benevolent intention of the Government is a pious 
wish because the ryots are unable to seek the remedy in the court* 
There is no doul)t that the prosperity of large tracts in Tuscany 
and Southern France are due to metayage. Share Tenancy agree- 
ments in Italy testify to the close economics partnership between 
the landlord and tenant assured thereby ; the landlord supplying 
the machines, live-stock and an adequate working capital in con- 
formity with the requirements of scientific agriculture, while the 
tenant supplies adequate agricultural lalK)ur. The produce is 
divided usually in exactly ecpial shares, as in India. The pro- 
duce-rent system assures to the tommt better protection against 
the uncertainties to which Indian agriculture is particularly 
liable. It may be conducive to greater co-operation between the 
landlord and the tenant, if only there is organisation to protect 
share tenancy. Thus, when the landlord gets a money- rent instead 
of his share of produce, he absolves himself of all risk and .trouble, 
which are shifted to the tenant. Absenteeism then fo^liows as the 
next step. Recently Portugal has passed a law wliich deals with 
the form of the payment of rent for rural lands. It Jays down 
that in the case of those contracts for the letting of rural lands, 
for which it is stipulated that the rent must be paid in cash 
whatever the duration, form and title of the lease, one moiety of 
the rent shall be paid on the respective dates of expiry, in cash 
and the other in kind if the lessor or the lessee should so demand* 

It is laid down that the commodities contemplated are those which 
are derived from the cultivation usually predominant on the lands 
leased; and their value, unless it is otherwise agreed upon by 
the parties, shall be calculated on the basis of the year in which 
the lease was concluded. 
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RENT OF UNECONOMIC HOLDINGS 

In the congested parts of Bengal, Bihar and the United 
Provinces the section of the Tenancy or Rent Acts which gives 
the ground for an enhancement of rent by the landlord due to 
a rise of prices also needs amendment. Population has multi- 
plied and the holdings, owing to continuous fractionalisation, 
have become uneconomic. Tenants, therefore, who have no sur- 
plus agi’icultural produce for sale do not benefit from a rise of 
prices. At the same time the competition for land tends con- 
tinually to raise rent to a higher level than the holdings can pay. 
There is needed accordingly some discrimination between economic 
and uneconomic holdings in the assessment of rent by the Settle- 
ment or the Roster-year Officer. Obviously the ground for an 
enhancement of rent due to rise of the price-level is not applicable 
to uneconomic holdings. 

LEGAL AND ECONOMIC MEASURES OF CONSOLIDATION 

Intensive enquiries in the villages of the Tndo-Gangetic Plain 
indicate that thus problem is very serious. Nearly half of the 
tenant population in villages possess holdings whose size is below 
the subsistence limit of three acres. Again, the unprotected 
tenan? occupies everywhere smaller-sized plots and pays higher 
rent than the protected tenant. Naturally, most of these un- 
protected tenantis belong to the fluctuating class, tenants one year 
and labourers the next. The holdings are too small and the rents 
too high to retain peiunanent tenants. Hence the question of 
fair rents is closely related to the problem of economic family 
hcyldings. We have already discussed the need of tentative legisla- 
tion in this direction which would compel all villagers to accept 
restripment when a majority desires it. On the death of the 
cultivator, a preferred hejr could succeed as in Germany, an^ 
compensate the other heirs. The introduction of economic holdings 
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is, however, impossible so long as there are protected and un- 
protected grades of tenants, or, again, where agriculture is so 
iiiuch dependent upon rainfall that holdings have to be scattered 
in different soil areas to minimise the risks of agriculture. In 
densely populated regions a forward scheme of consolidation 
would also involve expropriation and widespread distress in the 
absence of better opportunities of emigration and of industrialism. 
Thus, the whole problem of consolidation is connected with the 
reform, not merely of the land and revenue, but also of the present- 
day practice of Indian farming. 

The maintenance of the small family holding, however, no 
longer can be left either to voluntary mutual transfer or to co- 
operative consolidation, but must be tackled by legislation. 
Tliroughout the country, wherever the land is fei*tile, the constant 
subdivision of property that takes place tends to make the income 
derived from the holding less and less adequate for the needs of the 
family. The climax of absurdity has been reached in many distaucts 
of the Punjab, the United Provinces, Bengal, Bihar, Orissa and the 
Madras Presidency, where the average size of the holding is 
hardly more than an acre or two. A forward scheme of consoslida- 
tion is the crj^^ing' nei‘essity of Indian agriculture. First, the 
economic cultivation unit must be determined region by region, 
and the law should protect this unit against further subdivision. 
The extent must be such that a family of medium size can cultivate 
it effectively, and in any case it must not be less than three acres. 
There will be enormous social and legal difficulties to overcome 
before an economic family holding of this size can be constituted. 
But, if such difficulties cannot be faced today, they may be 
overcome a few decades hence. Sooner or later the country must 
adopt compulsory lestripping operations so as to establish an area 
suitable for normal small cultivation. The incredibly small scale 
in which cultivation is now carried on can hardly be called normal 
farming. Therefore, the amalgamation of small holdings, provided 
the total area does not exceed the size pi the economic cultivaiion 
pnit, must be deemed a necessary return to the normalf ISnch 
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cultivator participating in the restripping might receive, out of 
the re-grouped area, in exchange for his old property, an area of 
land of equal value and equal quality with that which he possessed 
before the exchange. At the time of re-stripping, the law might 
also effect the liquidation of all easements and the regulation of 
roads and paths, as well as the provision of a general constructive 
plan for the rural unit created by the re-stripping of the lands. 


PTJRCHASE OF ZAMINDARI RIGHTS OX BEHALF OF 

TENANTRY 

To secure land and provide money foi* sucli a piugramme 
legislation might also be necessary for dividing portions of 
zamind-aru or great estates among peasants and landless men. 
Agrarian reform on such lines has l>een effected by drastic 
legislation in most countries in Central and Eastern Europe. In 
Ireland and Scotland such reform was made at an earlier date 
by a series of cautious land laws. The Irish Land Act of 1909 
and the Scottish Small Holders Act of 1911 have a compulsory 
c’lause, authorising compulsory acquisition of land for the i)urpose 
of constituting small holdings. In Ireland the Act allows the 
landlords to sell their rights in land held by the tenants for a 
guaranteed price paid by the Government, and the tenants to buy 
their farms, paying for them by easy instalments. If the owner 
does not accept the final offer of the Estates Commissioners the 
land is acquired compulsorily. Similarly land in West and South 
Ireland may be requisitioned by the Congested Districts Board. 

In Bengal and Bihar expropriated zamindars might be 
compensated in a similar manner while the new small owners 
could be allowed to pay by easy instalments at least part of the 
price of the land they needed. The Government would advance 
the amount for the expropriation and be repaid by the purchaser 
by meins of annual repayments to include interest and a quota 
of the repayment of the principal. Easy and cheap facilities of 
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credit should also be supplied by the State, so that the tenant 
migrht start work on his newly acquired holdin^^ without any 
handicap of indebtedness. The problem is very urgent, and an 
early solution is imperative. If the experience of the smaller 
agi'icultural countries of Europe is to have any lessons for us, 
the solution lies in legislation aiming at the preservation of the 
greatest possible number of independent holdings; first, by 
preventing any land belonging to the peasantry being added to 
the landlord’s estate; secondly, by providing against holdings being 
reduced, by the detachment of parcels, below the limit which in 
existing circumstances must be considered necessary to ensure that 
a family shall find full occupation upon them; and, thirdly, by 
compulsorily acquiring land from landlords or under- tenure* 
holders, who hold large estates and who would be compensated by 
the State. The State should obtain a portion of the compensation 
cost from the new owners in easy instalments. 

In Madras and in Bombay the introduction of special legisla- 
tion to promote restripment and consolidation should be least 
difficult, becatise questions of tenancy right do not there complicate 
the situation as they do in the North. Indeed, pre^liminary 
experiments in restripping and amalgamation should meet hardly 
any difficulties at all in Bombay and Madras, where even now 
the village panchayats have kept alive the tradition of mutual 
transfer of holdings. The assessment of a fair land revenue which 
does not encroach upon the cultivator’s standard of life and 
comfort would thus be facilitated. It should be deteimined by 
the same principles which govern fair rents in the permanently 
and temporarily settled tracts. The State, in estimating the net 
produce, should make a liberal allowance for the true and full 
expenses of cultivation, the labour of the cultivator and his ^ 
family, depreciation of agricultural capital, and insurance against 
the inevitable risks of agriculture in the Indian climate ; it also 
should return the land revenue in^ the form of benefits which may 
increase the efficiency as well as the comfort and amenities^^ol life 
of the cultivaipr. 
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MODIPTCATION OF OCCUPANCY STATUS AND 
fiF^COGNITION OF SUB-TENANTS 


The slatiis and rights of the tenants on the permanently and 
temporarily settled estates should gradually approximate to those 
of the T}fotwari rultivators. A permanent and heritable right of 
use and occupancy of land will gradually accrue, either by 
continuous occupation for twelve years, combined with regular 
payment of I'ent, or by a specific grant of the State as in the case 
of the Central Provinces (fultivator. Such a permanent right 
was enjoyed by the cultivator under time-honoured customs in 
India. The present condition of agriculture demands, however, 
a modification of the oc(*ux)ancy status in one or two directions. 
Uudei’-cultivation and misuse of the land are t(M) common in the 
(»ase of permanent tenure-holders and occupancy tenants wdio are 
entrenched within their own rights; and cases are also frequent 
where landlords, desirous of making a permanent inix)rovement of 
the land, cannot undertake such a measure on account of the 
ignorance or perversity of the tenant, >vho refuses to recognise 
siich an improvement and pay an enhanced rent for it. In the 
interests of scientific agriculture, the occupancy system should l>e 
altered so that the tenant may not acquire a permanent and 
heritable right to neglect and impoverish the soil. Perhaps the 
recent share tenancy agreements of Italy, which define the duties 
of both landlords and tenapts, might be helpful in prescribing the 
conditions of permanent tenure. The agricultural drawbacks of 
a system in which the legally protected peasant becomes a mere 
reni-receiTer are also obvious. At present the occitpancy status 
can be# enjoyed by only one person in a long chain of sub-inf euda- 
tion. We have seen already that the right frequently passes into 
the hands of a person other than the cultivating tenant, resulting 
in friction and economic wastage. Tlie framers of the Bengal Act 
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of 1885 contemplated the ryot to be a person who would actaalljr 
till the soil. They laid down that there should be one grade of 
Tyoty the genuine cultivator. Measures were devised to discourage 
subletting by ryots, but these have failed in their object. As a 
result of the license given for subinfeudation, there is a great 
danger of the extinction of all occupancy privileges with the 
genuine ryot class. The so-called ryots have been converted 
virtually into middlemen, and the actual cultivators into under- 
ryots without any security, almost into tenants-at- will in the eyes 
of the law as it now stands. The practice of subletting and sub- 
infeudation has grown considerably, not merely in Bengal but also 
in all zdmvnd^art provinces, in spite of various restrictions imposed 
upon this practice. The capture of occupancy privileges by the 
middle and money-lending classes, and the lowering of the status 
of the peasantry now have social as well as political significance. 
The situation can only be remedied by *.more thorough-going 
measures for the prevention of subletting, and by the recognition 
of the inferior class of xmAefT-ryots and agricultxiral partners as 
occupancy tenants with all the privileges belonging to them. 
Occupancy rights thus should accrue to several grades of tenants 
simultaneouvsiy. Ah excellent precedent is afforded by the Central 
Provinces Tenancy Act. 


RESTRICTION OP LEASE, MORTGAGE AND SALE 

One of the chief causes of agrarian complication has been a 
policy of drift with regard to the transfer of protected tenant 
right. Unrestiicted transfer is a newly ^uired right imported 
from the West and is entirely opposed to ancient traditiqn and 
custom. On the permanently and temporarily settled estates the 
privilege of the landlord to refuse his consent to traiwfer 
withhold recognition of the incoming cultivator's stalas h«i 
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wcouraged illegitimate exactions as well as litigation. Such legal 
i^triction as exists has contributed only to lower the money value 
and lessen the security of the pi^otected tenant right. For example^ 
while an arbitrary enhancement of rents is checked by the civil 
court in Bengal and Bihar and the settlement operation in Agra> 
Oudh and the Central Provinces, the landlord has everywhere 
sought to defeat the tenancy law by allowing rents to continue 
at a low figure and to exact premiums on new leases of sun*endered 
holdings or on the leasing of the land for the first time. Such 
premiums represent capitalised rent, and the opportunity of 
premium-hunting varies with the privileges of the landlord. Thus 
a periodical tenancy, or the right of the landlord to refuse transfer 
or lease, has been accompanied by the practice of levying illegal 
exactions. This practice is now well-nigh universal but has grown 
with the new protective tenancy legislation. On the other hand, 
free transfer has led to agricultural unsettlement in the Deccan, 
Punjab, Chota Nagpur and the Central Provinces. As long back 
as 1879 the Dekkhan Agriculturists’ Relief Act was passed to 
cope with agrainaii discontent in four Deccan districts — Poona, 
Satara, Sholapur and Ahmednagar. The Act provided for the 
appointment of a special judge and numerous councillors who were 
empowered to investigate mortgages and similar alienations of 
land, to revise the terms of contract, and to arrange for an equitable 
settlement of claims, with a view to restoring the original rights 
of the occupants. The greater part of the Act was extended to the 
remainder of the Presidency in 190i5. Reports indicate that the 
Act has had the desired effect of protecting the revenue-paying 
classes from the encroachment of non-agriculturists and that, 
although it has restricted credit, it has not done so to the extent 
of hampering agricultural 'operations. The Bombay Land Revenue 
Code Amendment Act of 1901 created a special tenure known as 
the restricted or non4ransfe?able tenure. Under this Act the 
Collector is authorised to grant tha occupancy of lands for limited 
periods, or bn such conditions as he inay think necessary, the 
iprilibiple of these being that the occupant cannot alienate his 

mm 
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land withoni the previous permission of the Otdlector. 
conditions of the non-alienable tenure are designed to meet 
circumstances of the wild tribes, the depressed castes and other 
classes of cultivators who are known to be backward or improvident. 
The Punjab Land Alienation Act, the Central Provinces and the 
Chota Nagpur Tenancy Acts, all seek to check the serious evil 
arising from the transfer of land from the agricidturist to the 
money-lending and professional classes. In the Punjab agri- 
culturist money-lenders, however, have grown in proportion and 
the Act has not served its entire purpose. The measure has been 
extremely popular among the agriculturists and unpopular amongst 
others. In the Central Provinces, occupancy right can be 
transferred to certain heirs only. Transfer to others requires the 
7nalffumT^$ consent, and if made without such consent is voidable. 
It can also be annulled through the Deputy Commissioner on 
application by the heirs of the transferring tenant. Though 
subletting for a year is permitted, occupancy tenancies cannot be 
mortgaged. Both in the Central Provinces and Chota Nagpur the 
Acts in the main have succeeded, though there has been some 
contraction of the cultivator’s credit. 

In tlie new agrarian legislation which has created small family 
holdings in Central and Eastern Europe, sale or transfer has been 
restricted most rigidly. The law of Prussia makes State approval 
compulsory for transfer of real properties. In many cases, in 
order to create a charge on the family holdings, the consent of the 
State is necessary. Mortgages and land debts may only be entered 
in the form of debts repayable by instalments and not capable of 
being called in ; the mortgage of land debt as a rule is discourageil 
or its amount limited by legislation. The grantee of the family 
holding may require the consent of the State to the entry of a 
right of usufruct (tenancy), a land easement, a limited personal 
easement, or a real encumbrance, when it is <;k)inpatible with the 
rules of normal working, and it does not diminish or impair 
essentially the effective character of the family holding. A timit 
of indebtedueSss may l)e entered for mortgages, land dehts ahd 



THE EEFOBM OE INDIAN LAND TENURE 48X 

revenue encumbering tbe family holding. Distraint on the family 
hc^lding in respect of a personal debt may be disallowed. 

In Bombay the restricted or non-alienable tenure has already 
been created by the State. In the Central Provinces the subletting 
of land is prohibited as drastically as in tjie Russian Agrarian 
Code. The prohibition of moii:gages containing a foreclosure 
clause is already a part of the Punjab Land Alienation Act. The 
Usurious Loans Act of 1917 and other measures have enabled the 
civil courts to go behind contracts and mitigate the hardships 
of the indebted peasantry. In different provinces the transfer of 
the cultivator’s holding is sought to be restricted to agriculturivsts 
of- the same village. In Bengal, as far back as 1880, the Rent 
Tiaw Commission rec.ommended that occupancy holdings should 
not be mortgaged and that the right of occupancy, though sale- 
ftble in execution of a decree for its own rent, should not be 
saleable in execution of any other decree. 

Gradually but surely measures restricting transfer, mortgage 
and lease will be deemed necessary in every province if the small 
cultivating proprietor is not to give place to a non-cultivating, 
rent-receiving and money e<l class. The distribution of land among 
the several classes, the character of the people, the facilities of 
credit to which the cultivators have access, — a^ll these will 
determine both the form as well as the character of such restric- 
tions. In the ryotwari tracts the legislation to protect small 
holdings by means of restrictions on lease and transfer, and by 
agidcultural loans, grants and subsidies, will be in keeping with 
the theory of State landlordism. In a country inhabited by a 
dense population economic adjustment can be brought alwut only 
by intense small farming. The State can assist a great deal 
through agricultural associations, credit banks and direct subsidies. 
But small farming cannot thrive unless and until we accept the 
principle that no one may own a^ greater area of land than he 
can cultivate by the labour of his own family. This is the 
dictate of agricultural economics, to which we must listen if we 
wish to rescue our agriculltuTe from its present stagnation. 
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REFORM REVOLUTION 

There is a growing recognition by men of varie3 political and 
economic predilections that changes in the Indian land systeni are 
imperative. The opinion has now spread to all classes of society. 
Under the pressure of an enormous population upon the land the 
holdings have come to be so small and fragmented that they can 
neither utilise the full labour of a family nor can support it even 
under the existing low standard of subsistence. At the same time 
the landlord has become a rent-receiver rather than a wealth- 
producer having ceased to play his old and honourable part in 
the agricultural combination. Today he neither supplies agri- 
cultural capital nor controls farming operations. Below him has 
deveiloped a class of intermediaries who have profited from the 
complexities of the present land system and make the difficult 
position of the actual cultivator still more precaidous. This is no 
criticism, but a summary of the facts. The old system has broken 
down, and it is imperative that a new system be created in its 
stead which is adapted to the present conditions and requirements 
of agricultural and^ social life. To delay the process of adapta- 
tion, whether from fear of angering vested interests or from 
apathy towards the unvocal classes, is to sow the seeds of drastic 
refoim, and, it may be, even of revolution. 
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This Ptij)or deals with the system of land tenure in l^itna, 
(laya» and Shahahad di.strii*ts/ The system has g*ot some dis- 
tinetive features of its own, but is a part of the land system of 
Bihar, the movst ouistandinfif feature of which is the doiuiiiant 
position of the landlords in the rural ec*onomy of the province. 
All landlords in these districts are not big*. Some of them are, 
as a matter of fact, very small landholders, but the rent roll of 
the districts amounffe to 371*5 lacs, and is unearned income in 
every sense of the word. The tenants are divided into three 
classes, i.e., fixtHl-rate tenants, occupamy tenants, and non-occu- 
pancy tenants. A larg*er portion of land is held by the occupancy 
tenants whose immunity from rack-renting is, however, consider- 
ably impaired by the system of pixxluce rents which prevails in 
these districts to a very large extent, and caiuses a lot of hard- 
ship to the cultivators. Produce rents are generally assessed 
either by the appraisement of gross outturn or the division of 
yield on the threshing floor. The system of produce rents leads 
to inefficient cultivation, and is as much detested by the te^nts 
as it is highly prized by the landlords. The only justification 
given for its existence and continuance is the necessity of keep- 
ing private irrigation works, which are of great importance to 
agriculture in these districts, in a state of good repairs. Private 
irrigation works are of great antiquity, and constitute a remark- 
able system by which water resouroews of these districts are turn- 
ed to the best account. They are con trolled by the landlords who 
aro responsible for their maintenance. But the unity of control, 
which is essential for an effective fulfilment of this obligation, 

m 
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is lacking on account of the sub-division of estates; and owing to 
the neglect of these works by the landlord special legislation has 
had to be undertaken to ensure their proper upkeep. Produce 
rents can be commuted into cash rents, but the Government has 
till now followed a very halting policy in this respect. Incidence 
of cash rents is very high in these districts on account of the 
standard set by produce rents. The landlords are realising a 
number of unauthorised exactions. The situation is extremely 
unsatisfactory, and there is no prospect of improvement in the 
near future. 


The close connection between agricultural prosperity and 
the system of land tenures is a fact which is borne out by current 
experience and testimony of history in every country; and yet 
such are the exigencies of political situation in India that the 
Commission which was appointed to examine and report on the 
present conditions of rural economy, and to make recommendations 
for the improvement of agriculture and promotion of the welfare 
and prosperity of rural papulation was preclude<l from luaking any 
recommendations regarding the existing systems of landowner- 
ship and tenancies. It is, however, a matter of common knowledge 
that so much depends upon the satisfaclory adjustment of 
different rights in land that it is idle to expect any material 
improvement of agriculture when the rural economy presents 
the appearance of a house divided against itself. It is proposed to 
illustrate the validity of these statements by giving a brief 
account of the system of land-tenure in three districts of South 
BShar, and examine its effects on the economic and social life 
of the people. The system described in the following paragraphs 
is many ways distinctive, and this fact lends to its study a 
special interest both from the theoretical and practical stand- 
points. It is not easy to convey a vivid idea of the far-reaching 
effects of the system on the whole social structure. It is the 
one outstanding fact of the entire organization, and dominates 
its working in a manner which can be fully appreciated only by 
first-hand knowledge of the actual conditions. It is, however;^ 
possible to give a fairly correct account of its salient 
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by collating and interi)reting the relevaixt tacts and that is all 
that can, be attempted in this Paper. 

The districts whose land tenures are the subject-matter of 
this Paper are Patna, Gaya and Shahabad, and make up what is 
known as the I^atna Division. The total area of Bihar is about 
42,000 square miles, and its population 23 millions. The area 
of Patna Division is about 11,000 square miles and its population 
about 5*5 millions, or in other words both in respect of area and 
population these districts are, roughly speaking, one-fourth of 
Bihar. Being one of the most densely populated tracts in the 
whole country, the competition for land is very acute, and 
accounts for the fact that in spite of various measures adopted to 
check the ruinous consequences of free play of economic forces, 
the situation is far from satisfactory and the masses have to 
carry on unequal struggle against vers^ heavy o<lds. The weight 
of numb€U%s would in itself make the struggle of existence a dreary 
pursuit under any circumstances, but here absence of any means 
of subsistence, other than agricultm'e, and the existence of a 
large class of persons, who are in a position to levy a heavy toll 
on the income of the people without any oMigation to make any 
return in any form, renders the position almost desperate. This 
general conclusion, however, has to be supported by facts, anil 
it is necessary to present them in a concise and intelligible form. 

The system of land tenure in these districts has some special 
features of its own, but it is a part of the system which is found 
in Bengal and other districts of Bihar, and has been shaped into 
its present form by three well-known legislative measures. The 
first of those is the Regulation I of 1793 by which the decennial 
settlement was declared permanent, and the Zemindars granted 
the right of property in the soil in perpetuity. This was done 
as the author of this measure was of opinion that it was the 
most effectual mode of promoting the general improvement of the 
country/* This decision has been characterised as a monumental 
blunder, and its social and economic consequences are now 
A^plmed hf most of our progressive thinkers. This view may 
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not be acceptable to all of us, but very few can no^ maintain 
that it has proved what the Court of Directors called as ‘ a pro^ 
ductive principle of management ’ in their despatch of the 19th 
September, 1792. The Regulation I of 1793 has given to the 
provinces of Ikujgal, Bihar and Orissa a land system, the most 
conspicuous feature of which is the dominant position of the 
landed-magnates, some of the biggest of whom are found in these 
three districts of Bihai*. The sub-division of property rights 
which has been going on since the original settlemeni was matle, 
has brought about disintegration of estates and increased their 
number enormously. In Patna the number of estates has doubled 
since 187t) and is, according to the Record of Rights, 13,725. In 
Gaya the number of estates has increased from 4,411 in 18(i9-70 
to 9,026 in 1916-17 and now must, of course, be still larger. 
Though the number of estate-holders is not increasing in anything 
like the same proportion as number of estates, as the word 
‘ estate ^ in the Record of Rights has got a technical meaning, 
there is not slightest doubt about it that the proprietor is 
now in a veiy large number of cases a very small landholder, 
and represents an interest which has nothing in common with the 
big landed estates. The smallest e^^tate in Patna covers an 
area of one-ninth of an acre, and its annual land-revenue demand 
amounts to 10 pies. But in spite of this sub-division of properties, 
there still exist very large estates and occupy a predominant posi- 
tion in the rural economy of their districts. In Gaya there are 
estates like Tikari, Maksudpur and Deo, in Patna Amavan and 
Mansaurah, and in Shahabad Dumraon, whose rent roll amounts 
to several lacs, and their proprietors are big landed-magnates 
occupying a position of great power and authority in the districts 
to which they belong. Though the cleavage Ijetween the small 
proprietors and cultivating classes is not very marked, the former 
do not cease to be a burden on land on that account. On the 
other band the experience shows that it is these small proprietors 
who exercise their authority in the most tyrannical manneri^ 
rackrent their tenants to an extent which is unknown in 
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ei^tatefi. They belong to families that have known better flays, 
and try to make up for the reduction of their incomes by putting 
up the screw several notches higher. The rent roll of these 
districts amounts to 371-5 lacs, and the annual land revenue 
demand is about 42*5 lacs, or, in other words, the landlords 
retain in their own hands a sum of 329 lacs. This is the contri- 
bution of the Regulation I of 1793 to the “ ease and happiness 
of the people,” which was the prime concern of the authorities 
in conceding the fixity of the revenue demand. 

It is a matter of common knowledge that in 1793 nothing 
was done to j^rotect the tenants against the landlords, and for 
sixty-six years the cultivators were ex|>osed to the full blast of 
what are generally called economic forces, which of course means 
that landlords could do what- they liked with them. The history 
of this period is, in the words of a revenue officer, ‘‘ a melancholy 
record of embittered relation between landlord and tenant.” It 
was, of course, the tenant who had to suffer on account of this 
bitterness and the conditions of insecurity and oppression under 
which he had to live left him only bare subsistence and not even 
that in the case of Bihar tenantry. By the Acts of L859 
and 1885 two successive attempts were made to get a square deal 
for the cultivators. The agricultural population was divided into 
tenants holding at fixed rents, tenants holding land for 12 years 
and tenants holding land for than 12 years. The first two 
classes were given a privileged position. The fixed-rent tenants 
were effectively protected against ejection and enhancement and 
the tenants who had held land for twelve years or more (known 
as the occupancy tenants) were also given a position of security. 
Their rents could only be enhanced under specified conditions. 
The enhancement was allowed on the ground of increased- fertility 
of land due to the investment of capital by the landlord or by 
fluvial action, rise of prices, or because tenants were paying 
below the preva^iling rate of the rents paid by tenanfs of the 
same class for land enjoying similar advantages in neighbouring 
villages. The rents could also be reduced in the event of a 
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fall in the local prices of staple food crop or permaneiit deteriora-* 
tion of land on account of natural causes. The existing rents 
were presumed to be fair and equitable, enhancement was allow* 
fcd once in 15 years, and iis limit was fixed ati 2 annas per rup^. 
The hon-occupancy tenants are the tenants who do not fall under 
the other two classes. They cultivate under ceriaiii conditions and 
pay rents agreed on between tbem and their landlords. These 
two Acts govern the condition of tenancies in these districts. 
Under their provisions most of the tenants here have acquired 
occupancy rights. The subjoined statement gives percentage of 
the occupied area of these districts held by the proprietors in 
their own cultivating possession, tenants at fixed rent or rent- 
free, ocrcupancy tenants, and non-occupancy tenants. 



Proprietors. 

Tenants of fixed 
rent and reiife-free 
tenantjs. 

Occupancy 

ttumnts. 

Non-ocoupanoy 

tenants. 

Patna 

13*6 

2*2 

83*9 

0*3 

8hahal)ad 

16*0 

tB-8 

67*5 

07 

Gaya 

13*2 

2*9 

83*2 

07 

The bulk 

of the occupied 

area being in 

possession 

of the occu- 


policy tenants one would expect them to enjoy the security of 
tenure and immunity from rack rents. The agrarian situation 
here, is, however, profoundly affected by the prevalence of pro- 
duce rents. These provisions of enhancements do not apply to 
these rents. In 1885 it was proposed to impose restrictions on 
the enhancement of produce rents as well, but it was argued that 
in view of the necessity of maintaining private irrigation works 
it was not desirable to do anything which might adversely affect 
tlie upkeep of the water reservoirs and channels. Produce rents 
are determined by custom, and it is necessary to understand the 
methods by which they are assessed and collected to appreciate 
the distinctive features of land tenures in these districts. 

In Gaya 67*9 p.c. of the land cultivated by the oc<!upanip3r 
tenants is held on rent in kind, in Patna 44 p.c., in Shahal^ 
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21 p.c. Out of the total area of 3,809,450 acres of land held by 
the occupancy tenants in the whole division 1,790,949 acres are 
held on produce rents. This gives us a percentage of about 47*5. 
The percentage so held in other districts of Bihar is as follows : — 


Saran 

Muzaffarpur 

Darbhanga 

Bhagalpur 

Monghyr 


4 

7 

8 
9 

19 


These figures make it quite clear that these three districts consti- 
tute in respect of the i)revalence of produce rents a well-marked 
area in themselves, and it is .this fact which makes the study of 
their land tenure a matter of special interest. It is, therefore, 
necessary to give a short account of the actual working of the 
system of produce rent. Produce rent is realised in three forms. 
The first is Mankhap. The cultivator pays a fixed ciuantity of 
grain which does not vary with the outturn. This quantity is 
generally high and varies from four to eight niauuds per bigha. 
This system is found on the privileged lands of the landlord or 
those which have been Iwught by him at auction, or have fallen in- 
to his hands by failure of heirs. This system bears very heavily on 
the tenant, but being confined to a very limited area does not 
in itself present an evil of very serious magnitude. The more 
common system of produce rents vary with the outturn of land 
and their outstanding feature is the method by which the yield 
of land is estimated in a particular year. The share of the land- 
lord is assessed in two ways, viz., by appraisement ordinarily 

known as Dhanbandi or by division for which the common word 

* 

is Batai. Of these the former is more important. The appraise- 
ment is done when the cxop is ripe, but before it is cut* The 
actual details of the system vary from estate to estate. But it 
is generally the Qumashta or the agent who with the help of the 
measurer and the writer does the actual work. He is also accom- 
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panied by Salis, which literally means the arbitrator, who, how^ 
ever, is not an independent person but a nominee of the landlord* 
The cultivator is, of course, present at the time of appraisement 
and may in some cases be assisted by Jeth-llyot or some promi- 
nent cultivator of the village. This person, though nominally 
expected to watch the interests of the cultivators, is also general- 
ly under the thumb of the landlord, and the former cannot count 
upon him to protect him against the exactions of the latter. The 
Ctumashta is the real appraiser, and a great deal depends upon 
the way he does his work. Sir William Duke wrote in his 
Administration Report of one of the biggest estates in Gaya when 
he was the Collector of that district, If the Giimashtas go in 
with the Ryots it is very easy for him to cheat the proprietors 
to a very great extent. If, however, they are not on good terniwS 
with the Ryots, they may grossly overestimate. When they 
have much work to do they can bring pressure to bear by neglect- 
ing to appraise until the crops are wasted by delay. He, not 
uiioften, succeeds in getting the better both of the proprietor and 
the cultivator and helps himself to an appreciable portion of the 
produce of land. The ordinary procedure of appraisement is 
that the quantity of grain in the crop is estimated by the land- 
lord’s agent, and if the tenant accepts the estimate, the matter 
is considered settled. If there is, however, difference of opinion 
between the parties and even the mediators cannot bring about 
a compromise, a test crop-cutting takes place, landlord select- 
ing the beat part of the field and the tenant an equal part of the 
worst part. The produce of both is reaped, threshed, and grain is 
then weighed. The whole produce of the field is ca;lculated on the 
basis of this test, and entered in the field register known as the 
Khasra. The cultivator is then at liberty to reap and harvest 
the crop at his own convenience. The other System of produce 
rent, i.e., Batai, is simpler. This is resorted to in some cases as 
an alternative to Appraisement when the parties cannot see their 
way to come to an agreement regarding the cmttuim, but is a 
customary method of ascertaining the produce rent payable to 
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landlord in quite a large number of cases. The grain is collected 
on the threshing floor, winnowed and then the division is effect- 
ed between the proi)rietor and cultivator. This system is not 
liked by the landlords as it affords the cultivator opijortuiiities of 
removing the gniin in a clandestine manner, and it means bother 
and expense to have to watch the crop while it is growing. 
Landlord takes half the gross pr<Kliice in case of division, and 
rent in these cases is always paid in kind. Landlord's share is 
also half of the gross pioduce when the total outturn is appraised, 
but it is not uncommon for them to collect Isausat or 9/lG of the 
gross produce as their share which is called Ilakimi Ilissa. Both 
in the case of Dhanbandi and Batai a number of allowances have 
to be made out of the gross outturn for the village aiiizaiis, etc., 
before the landlord’s and tenant’s share is determined. In the 
case of appraisement rent is always paid in cash, and. its money 
value is calculated at the current money pric^es, though cases are 
not unknown when the rates higher than the prevailing market 
prices are used for the pur|:>ose. 

The system of produce rent has given rise to very grave 
abuses. It has been defended by some very eminent men. 
Among those two well-known names are those of Dr. Buchanan 
and Dr. Grierson, The two merits of the system which have 
been urged in its favour are its elasticity and the inducement 
which it gives to the landlords to invest their capital in the main- 
tenance and improvement of the works of irrigation. There is 
no denying the fact that their advantages are real, and can, if 
there is a fair measure of co-operation between the landlords and 
tenants, justify its continuance. But unfortunately this essen- 
tial condition of its success is conspicuous by its absen(*e, and 
the system m it is working today is extremely otlious to the 
tenants and has been condemned by all revenue and settlement 
officers and other unbiased students of the subject. The tenants 
prefer very higli cash rents to produce rents and resist attempts 
to eommute the former into the latter once they acquire the right 
to meet their obligations in cash, and the fact that the landlords 
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as a class cling tenaciously to produce rents, and do all they can 
to perpetuate it, is a conclusive evidence of its being detrimental 
to the interests of the tenants. The system lowers the standard 
of husbandry. The crop-testing experiments carried out by the 
settlement officers have shown, the crops on lands held on produce 
rents are distinctly poorer— the yield being at least 10 p.c. less 
if not more — and the methods of cultivation slovenly and ineffi- 
cient. A great deal of land is left fallow as it is not profitable 
to cultivate it under the system of produce rent. In spite of the 
fact that the law requires that receipts sho>u}d be granted in all 
cases, the provisions of law are generally ignored, and in the 
case of the produce rents even the Kacha receipts are not granted; 
and one of the most powerful weapons in the hands of the land- 
lords to cow down the refractory tenants is filing of rent suit for 
arrears of* three years. As soon as the tenants apply for the 
commutation of produce rents or in some other way take a concert- 
ed action against the highhandedness of the landlord, they are 
at once brought to their knees by the rent suits. The claims are 
grossly exaggerated and the only evidence in their support are 
the Khasras or the field-registers which are in almost all such 
cases fabricated documents and utterly unreliable on that account. 
The courts are not in a positio-n to ascertain the correct yield of 
land, and although rent decreed falls short of exaggerated claims, 
they are even then quite high and press very heavily on the 
lenants. The cost of litigation and the rent decreed have brought 
ruin on thousands of tenants, and such cases serve as a warning 
to others who may be inclined to assert their will against that of 
their masters. Failure to grant receipts is a penal offence and 
every year some landlords are fined for infringement of provi- 
sions of the law (in year 1926-27 103 such cases were laid in the 
law-courts) but this does not improve the situation, and the prac- 
ti(‘e of not granting receipts is not affected thereby. It means 
work for the law-courts. The lower civil courts are almost all 
the time engaged in disposing of the rent suits, and they are so 
heavily burdened with work, that most xrf the judicial officer# 
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have piles of undisposed of cases with no prospect of their being 
able to deal with them for months to come. Sir Ashley Eden 
described the Bihar peasantry more than forty years ago as poor, 
helpless^ discontented men^ tenants of the richest province in 
Bengal, and yet the poorest and the most wretched class in the 
country.’’ The misery of the tenants is j)arily iheir own fault, 
but the land system is also resijonsible for it in no small measure 
and produce rents are the most undesirable feature of the agrarian 
situation. 

The law makes provision for the commutation of i^rodiuc 
rents. Under section 40 of the IVengal Tenancy Act the ofiicers 
deal with such apidications, and the two factors generally (‘on- 
sidereal in granting commutation are cash rents for similar lands 
with similar advantages, an(l average realization of the landlords 
for ten years. There has been some decrease in the area hold 
on produce rent, but the reduction is not appreciable. The 
application for commutation can be refused by the Collector in 
the interest of the Eyots, and there is no appeal against the refusal 
to grant coninnutation. The one reason often urged against ihe 
(inversion of produce rents into ca.sh rents is that the continuance 
of the former is an essential condition of the maintenance of 
private friigation works which are of such vital importance to the 
welfare of the agricultural jwpulation of these districts. The 
argument is specious and may he briefly examined. These dis- 
tricts have a system of irrigation of their own, which is of a 
A-ery remote origin. The importance of this system is indicated 
by the following figures : — 



Pi*rcf»ritaK** 
of irrl||fat<*d 
n roa to 
croppe'l 
ana. 

Percentage of 
area irrigat- 
ed by well. 

® a ► 

|“o_- 
-S-- K. § 

® — 2 
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Percentage of 
area irrigat- 
ed by private 
channel. 

Percentage of 
area irrigat- 
ed from tanks 
and Ahars. 

Percentage of 
area irrigated 
from other 
sources. 

I^atna 

59*83 

6*80 

2*33 

21*02 

24'3S 

493 

Bhahabad 

42*J2 

4*85 


3*88 

10-26 

*70 

<)aya 


5*08 

4*29 

16*96 

36-83 

1*77 


Out ol the total cropped area of 4,64S,156 acrevS of these districts 
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2,378,182 or about 50 p.c. is irrigated aud a very large part ot 
it is irrigated by private canals and tanks, etc., which are con- 
trolled by the landlords who are also liable to maintain them in 
good repairs. The general slope of this area is from south to 
north and it is comparatively rapid, the average fall northwards 
being 0 to 4 feet in the mile, A mirnber of rivers intersect the 
district from south to north. These rivers are swollen torrents 
arfter heavy rainfall in the hills, but on account of their 
rapid slope and sandy beds water is carried through these dis- 
tricts or percolates down the sands. In order to prevent water 
being Avasted in this way long narrow channels are led off from 
the rivers by means of which the river water is conveyed to the 
fields, and where these channels cannot be constructed Avater is 
impounded in a series of catchment basins, which are kiioAvn as 
the Ahars and are formed by running an embankment across the 
line of drainage and by two vside embankments running up the 
line of the drainage. These channels with their distributaries 
and reservoirs constitute a remarkably ingenious system of irri- 
gation by Avhich rain AA'ater is stores!, distributed from field to 
field, and retained in them by a network of low banks. These 
channels and embankments require to be repaired constantly, and 
though petty repairs are done by the cultivators themselves, 
their maintenance involves considerable expense ; and it is general- 
ly assumed that Avithout the system, of xjroduce rents their upkeep 
would be neglected by the landlords. There are certain facts 
which, however, point to a different conclusion, and have to 
taken into account, I)r. Grierson held that produce-rent system 
arose from the fact that the landlords controlled irrigation, but 
now it has been definitely established that historically there is 
no connection between the produce rents and irrigation system. 
An examination of figures of area held on produce renls and those 
of cropped area irrigated from private sources shows that one is 
not the function, of the other. In a subdivision like Auranga- 
bad in Gaya district the disparity between the two is very strik- 
ing, produce-rent area being 87 p^e. of the cropped area and p&t- 
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centait^ of area iirij^ated by private sources being only 27 p.c. 
Several of these canals and channels are almost pre-Iiistoric in their 
origin, and the number of those made in recent years is practically 
negligible. They irrigated hundreds of villages and their proper 
upkeep requires a unity of control which has been seriously impair- 
ed by the subdivision of proprietary rights. As a matter of fact 
these works have already been neglected, and it has been found 
necessary to provide for their maintenance by new legislation. 
By the Private Irrigation Works Act of 1922 the Collector on 
being satisfied that an irrigation work is not being properly 
kept up, (‘an call uj>on the person responsible for its maintenance 
to repair it within a specified time, and in the case of the failure 
to carry out the necessary repairs wnthin the given time, he can 
have it repaired either by other persons w'lio are benefited by the 
M'oik or some other ageiuy and recover the cost from the land- 
lords concerned. This measure should in due course lead to the 
majority of important systems being brought under the adminis- 
tration of the Govornnient, and make it possible for them to be 
replaced by one system worked out with an eye to the district 
as a whole, and avoid the waste of water which now takes place 
on account of each system having been constructed to answer 
the irrigation requirements of a particular set of villages. The 
cost of maintenance of these works of (ourse, varies accordiilg 
to the nature of channels and embankments, but is not high, 
and cannot he made a reason for charging produce rents. The 
irrigation system being under the control of the landlords gives 
them a lot of power in the rumi economy of these districts, and 
it has in practice been used to the great detriment of the inter- 
ests of the tenants. The Government has till now followed a 
very halting policy in respect of the commutation of produce 
rents, ivhich has rendered the provisions of the Acts of 1859 and 
1885 practically negatory on that account so far as the produce- 
i^ent lands or© concerned. The position is extremel^y unsatisfac- 
tOtyr tod this at^eh system ofAtod-tenure is in no stnall measure 
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Tke incidence of cash rents in these districts is also wfy 
high, and is at^counted for by the fact that produce rents aet a 
standard by which all rents are judged. The f<dlowittg table 
gives the comparative figures : — 

Namt< of the District, Incidence of Rent per acre. 



Rs. 

a. 

P* 

Ohamparan 

1 

15 

0 

Muzaffarpur 

8 

12 

0 

Darbhanga 

3 

12 

0 

Saran 

4 

6 

0 

North Monghyr .. 

3 

15 

0 

Purnea ... 

1 

15 

0 

Hhagalpur 

2 

10 

0 

South Monghyr... 

3 

8 

0 

Patna 

7 

8 

9 

Shahabad ... ... 

4 

1 

0 

Gaya 

6 

1 

0 


In Shahabad r^nts are higher than most of the other districts 
in Bihar, but in Patna they are almost twice as high as the 
average of the rest of the province. The rents of the non-* 
occupancy tenants and under-tenants are, of course, higher than 
these rents, but the land cultivated by them is not very large, 
and their position in the land system does not call for a special 
mention. There are, however, two other cash-rent tenures 
w hich are of considerable importance. One of them is known 
as Chakathi, and means temporarily commuted produce rents. 
The conversion is temporary and it is at the option of either 
party to revert to produce rent at the end of the stated period 
or at any time if this lease is not made for a definite period- 
These tenures, partieularly those which are known as 
Bemiadi, i.e., in which period is imi specified, enaMe t^^ 
sive landlord to enhance rents Jio any smd ai^ 
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med to defeat the purpose of the Tenancy Acts. The other 
tenure which is also important is the Thikadari tenure which 
is resorted to by the impecunious or ease-loving landlords, and 
is in effect a system of i-ent-farming. The system is the cause 
of a great deal of injustice and misery, and also gives rise to 
many complicated civil suits. If there is to be a choice of evils, 
cash rents are certainly better than produce rents, but they are 
nevertheless an evil, and theii* prevalence cannot but be regret- 
ted from the standpoint of efficiency of pro<luction or social 
justice. 

The economic forces are all working against the tenants. 
The struggle for existence is so intense, pressure of population 
so heavy, the average Ryoti holding so small, and the dependence 
of the cultivators on the landlords for the means of irrigation 
so complete that the tenants 'have to submit to a number of 
unauthorised exactions known as Abwabs. They are known 
by different names, but are really the price which the cultiva- 
tors have to pay for being allowed to till their holdings in peace 
and without vexation on the part of the landlord or his agents. 
There are Abwabs for being allowed to sit in the office of the 
landlord^ for being allowed to get up and go away, for the tour 
and fuel expenses of the landlord and for numerous other purpos- 
es. These exactions are illegal, but cannot be stopped under the 
existing economic circumstances. 

This Paper may be concluded with a general observation, 
and that of a very melancholy character. The sittiation in 
these districts and the rest of Bihar is, so far as the land system 
is concerned, extremely unsatisfactory, and the outlook very 
depressing. The rent-receiving dass occupies a dominant posi- 
tion, but has not done anything for the improvement of agri- 
culture or the general well-b^ing of the people. The individuals 
belonging to it being in receipt of almost an assured income are 
lacking in. initiative and enterprise, and any one who has been 
in this province for some time cannot help realising the unwhole- 
some effect of the land system on the mentality or character of 
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the people. It has lowered the moral toae eve^ of the hig^her 
classes, and produced a state of contentment among them which 
is not less pathetic than that of the masses eyen though it is 
not accompanied by a condition of economic distress. The apathy 
of the land-owning classes towards the development of their es- 
tates or discharge of their social obligations shows no sign of 
passing away, and even the highly educated landlords eotereise 
their authority without any regard for the tenants or improve- 
ment of the rural economy in general. A few honourable excep- 
tions are, of course, there, but even they are deterred from . 
investing capital in the improvement of their land on accouft 
of the operation of the tenancy laws. The object of the tenancy 
legislation was to protect the cultivators from the evil effects 
of reckless competition. The tenants are leading a sheltered 
existence within certain limits, but the fact makes the use of 
the up-to-date methods of cultivation or the inauguration of im- 
provements which are beyond the financial capacity of the 
tenants almost impassible. The tenants themselves are utterly 
helpless in face of the tremendous forces with which they have 
to deal, and there is no way of stimxilating them to a higher 
level of organised ‘effort or socially useful activity. The Agri- 
cultural Commission is of opinion that more intensive cultiva- 
tion is the only method of agricultwal progress, but if the system 
of land tenure remains what it is, there is no prospect of any 
improvement for many years to come in this province. The 
perate conclusion is that only the methods by which the green 
revolution has been brought about in Europe in the post-war 
years can succeed, against the accumulated resistance of un- 
enlightened selfishness, ignorance, and co^mplicated land iegisln*- 
tion. The time not being ripe for any radical change of thi$ 
description, we can only hope against hope that soinething wilt 
turn up, and in the meanwhile the stagnation of agriculture asicV 
the people connected with it must continue. f 
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SUMMARY 

Agritvultnre in Kumoon is carried on in terraced fields. 
Religion piohibits higher caste people to ])loiigh. The ploughing 
is done by untouchablea. 

Mnhnlwari system is iiv vogue and ihe Padhan plays an 
important part in the village life. 

Tlie pest that blasts the village life is the Pativnri who in 
the hills combines with his revenue powers large police powers 
which he often misuses. 

The Khoikars have unjustly been denied tl)eir full ]>i'oprietary 
rights and Sirtans are debarred by custom to attain occupancy 
rights. The Government can do much to better their lot. 

The New Settlement in Almora which aims at increasing the 
revenue by 35 per cent, without taking into consideration any 
factor, is illogical and uneconomic. 

Changes in the laws of Succession and in the granting of 
Nayahad are very necessary. Bad customs like the Dhnnti system 
should he suppressed. 

A more humane outlook on the part of the Government would 
solve many of the problems of the teeming millions who are loudly 
calling for redress of their grievances. 


A Village In Kuinaan. 

A cluster of houses round any source of water — be it a rivulet, 
a stream or a Nmla—iotm a village where agriculture is carried 
on in terraced fields. 
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The houses of the higher castes are built on best sites aii4 
the people of the depressed classes live on insanitary low levels. 

Each village in Kumaon forms a separate Mahal which is 
held under a separate revenue engagement, that is to say, the 
proprietors of the village are jointly and severally responsible for 
the total assessment. The origin of the proprietors is traced 
either to long-established hereditary occupancy; to a grant from 
the State; or to purchase from some former proprietor. Under 
the Chand Rajas and Gurkha Rulers all servants of the State re- 
ceived a grant of land by way of remuneration for their services. 

Tlie descendants of the above-described grantees fonii the 
first class of landholders. A second class of landholders derive 
their title solely from long-established occupancy : this class is com- 
posed of aborigines of the mountains, while the former consists 
almost universally of descendants of emigrants from the plains. 
A third class of proprietors created during the Gorkhali regime, 
are those who in consideration of receiving the proprietary title, 
have brought waste land into cultivation. The paramount pro- 
perty in the soil rests with the sovereign. In the time of the 
Rajas and Gurkhas a village was given to an astrologer, doc- 
tor, a cook or a barber, and the cultivators in possession, what^ 
ever their former status, became to all intents and purposes the 
cultivators of the new-comers. The administration of each Mahal 
rests with the Padhan, He is the ministerial executive officer of 
the village and is entrusted with the colllection of the land tax 
from his coparceners and with the supervision of their simple 
police arrangements, and he is responsible for recording vital 
statistics of his village. He takes his cue from the Patwari, who 
is a petty Government servant. Not long ago he received Rupees 
five per month, and was originally a Village Accountant in charge 
of rent rolls, but he is now a product of Patwari mhool and his pey 
has been quadrupled. He is the Sarkari man on the spot, and 
by virtue of the police powers vested in •him, he often behaves 
like a tyrant and can arrest on his own authority any liidiaiji in 
his jurisdiction and to White people he is fawning and sobset^J 
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Vient. His poor education, and low pay and the wide arbitrary 
powers that he enjoys make it possible for him to be a parasite 
on the villagers. 

In Kuinaon there are five principal classes of land: 

Talaon — which yields two crops a year. 

Vpraoti — which yields three in two years. 

Bagar or Baparai — which is land on the margin of culti- 
vation. 

Bangar — waste land. 

Nayahad — which is land set!ured by deforestation. 

Apart from these there is the Gunih or Muaji land which is 
dedicated to some Temple or Gaon Sanjaif which like the ‘‘ Com- 
mons ” is Utilised as pasture land for the whole village. Irriga- 
tion is carried on by Gttl — which is a channel cut from a rivulet 
or a spring. The distribution of water from the Gul is a source 
of constant litigution and frequent feuds and breaking of heads. 

Charaoteristios of a HUl YUlage. 

The social code of the Brahmins precludes them from using 
the plough-share and the ploughing is done by untouchables, who 
are called Haliyas, The high-caste male agriculturist confines 
himself to sowing and other kindred work. (The superstition is 
that man brings better luck than female in scattering seeds.) All 
other tedious work except tillage falls to the lot of women. 

The classes engaged in agriculture are: — Hissedars, Khaikars, 
Sirtans and Haliyas- The Hissedari or proprietary rights have 
already been explained. Khaikars are quasi-Hissed^rs — ^they were 
either original cultivating proprietors or were made Khaikar by 
a registered agreement given by the Hissedar on payment of a 
premium. The Government also creates Khaikars by conferring 
J^haikari rights on tenants who colonise Nayahad land. 

: ' A Khaikar is a permanent tenant with a heritable but non- 
transferable right in his ho^lding. He pays a rent fixed at settle- 



ment which canuot be alteied until the second Be1:tlemeiiiv 16/1^ 
of the cultivable area is held by cultivating proprietors and 
Khaikars and the remainder by Sirtans. Out of 15/16, 9/10 is 
held by Hissedars and 1/10 by Khaikars, Khaikari is terminated 
by (1) Ejectment tor non-payment of rent, (2) Voluntary relin- 
quishment on the part of the Khaikar, (3) Dispossession for a 
period exceeding six months, (4) The failure of the line of succes- 
sion. 

By far the most important units are the Ilwedars. Mucli 
of the vexatious and costly litigation in the Hills would disap- 
pear if the Khaikars were abolished and merged w‘ith the Hisse- 
dar group. The Khaikars are few^ in number, and as has been 
already said, they are quasi Hissedar. They i>ay Mnlikana which 
is 20 per cent of the rent plus the ordinary land tax. This Malu 
kana could he capitalised and thus the Khaikars could be absorbed 
by the Hissedars, 

Sirtans are tenants-at-wdll. No length of occupancy in old 
measured assessed land gives a Sirtan any title to occupancy or 
Khaikari rights. The law’s that govern them are highly illogical 
and they must be amended in order to bring them in conformity 
w’ith justice. If Sirtans are ejected by the landlord, they can- 
not recover possession. They can only sue for compensation for 
improvement, or for illegal ejectment because ejectment by notice 
is unknown in the Hills. 

Settlements In the HUle. 

Settlements are based on assumed land values and not on 
tenant rents, because rents in the Hills do not furnish any reliable 
basis and also because of the prohibitive expense in maintaiii- 
ing annual records-^in fact for these reasons village records at*e 
not prei)ared annually. There are two chief records inaintained 
for settlement purposes. One is called Phant which Is an abstl^adt 
village record of rights and r^yentte roll, and the other is called 
Miintakhih which gives each serrate share in detail of 
With their area^ Soil, fdassiAcatihei ' ^ahd 
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Bimts are collected in cash as well as in kind and there are 
two prevalent ways: — 

(1) Root is the cess demandable on the ^ss appraisement 

and is received in kind by Batai or division of pro- 
duct at harvest time. 

(2) Nagdi or money rents. 

The new Settlement in Almora started its work during- the 
autumn of 1938, and it is expected to end in 3 years. It will coat 
about 6 lakhs of public funds, apart from the litigation expenses 
borne by the people. It has a large staff managed by an I.C.S., 
and a P.C.S., and an army of scribes and subordinate officials. 
Its avowed aim is to increase the revenue by 35 per cent irre>* 
spective of the conditions warranting the same. It shall not revise 
the papers, but merely follow the rule of Thumb, and thus secure 
for the Government an enhanced revenue of 35 per cent from the 
District of Almora. This principle is the negation of all just 
principles and the people are opposing it tooth and nail. The 
sensible and the economical way is to arm the Deputy Commis- 
sioner with the powers of a Settlement Officer, and give him extra 
staff, and he can realise his pound of flesh— or better still have re- 
course to “ the farming system ” of the Moghuls. That is what 
the Government action is tantamount to. A just settlement 
must make a new survey of the land and redress the giievances of 
the people out of whose pockets the money will flow into the 
Treasury. To ride rough shod over the people who ‘‘ toil and eat 
not is to refuse profiting from the lessons taught by world 
history. 

Peoultar Featum of Snooession in the Hills. 

Illegitimate sons are considered legitimate for purposes of 
succession. If a man takes another's wife or widow and lives 
with her irrespective of the fact whether he has a wife living or 
hot, the children of the illegal union succeed to the property of the 
father. The sons born in wedlock get the same share as those born 
F. SI 
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6ut of wedlock. Tliis Dhanti system is very oommon la £uixiaoa 
among the lower classes. The offspring of the connection become 
socially equal to all members of the father’s Biradari when the 
purchase price of woman is paid off. 

Recommendations* 

A careful study of the conditions described above emboldens 
one to make the foillowing suggestions for the favourable consider- 
ation of the Government of the United Provinces: — 

(1) Patwari should at least be a matriculate. He should be 

put on 30 — 2 — 50 rupee-grade. His Police powers 
should be curtailed. 

(2) Khaikar Class should be abolished by merging it with 

the Hissedars^ 

(3) Sirtans should be given occupancy rights and they 

should not be ejected without notice. 

(4) The illegitimate sons should be given no share in their 

father’s property. The Dhanti system should be 
declared against Public Policy. 

(5) If possible, in the absence of male issue, the daughter 

should succeed to the property. Tlie widow should 
be given full rights over the property in case she is 
without any issue — ^male or female. 

(6) In gi’anting Nayahad land, due consideration should be 

paid to the interests of the villages near that land. 
Loyalfy and pull of the purse should not be the only 
consideration. 

(7) The Gunth land holdings should be revised and as far 

as possible they should be re-veated in the temple. 
In the paet the Pujaris by crook got the mutation in 
their names smd thus cheated the temples. This 
fraud: should be ended by forming a trust to manage 
these Beligioiis ^dowments. 
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(8) A« regards the new settlement that is g’oing on, strict 

orders should be issued to assess the people after 
scrutinising the papers and making necessary 
mutations. Every factor should be taken into con- 
sideration before the rent is enhanced. People who 
pay the piper have a right to call for the tune. 

(9) The agricultural lands within the forest called Chaks 

suffer from so many disadvantages that people have 
given up cultivating those lands. A more humane 
set of laws should be passed for these special tj^pes 
of land. 

(10) Co-operative Hanks recently started in Almora need 
drastic changes in their constitution in order to en- 
able them to render service to the people. 

The present banks are paper banks. They serve- no 
purpose and are dying out. The inelastic rules and 
inefficient maiiageinent must give way before the 
Banks can play any imi>ortant role in the rural 
development of Almora. 

Pahari (Kumaon) Words and their English equivalents 


Bagar or Baparat 

Marginal land. 

Ban jar 

... Waste land. 

Biradar i 

... Social circle. 

Chak 

Agi’icultural land within the 

forest. 

DJmnti 

... A kept mistress whose issues 
are considered legal. 

Gaon Safijait 

... Common land in a village. 

Gnl 

Irrigation channel. 

Gunth 

... Temple land. 

Haliya 

... Plougher. Hence untouch- 

able. 

HUsedat 

... Proprietor. 
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Pahari (Kamaon) WMds and their En^h eqalT^enta (oont(2.) 


Khaikar 

Quasi-proprietar. 

Root 

Bent in kind. 

Mahal 

••• Bevenue area. 

Malikana 

Payment made by Khaikar to 
Hissedar. 

Mnntakhih 

... Becord describing in detail 
separate shares, soils, etc. 

Nayahad 

... Land reclaimed from forests 
for agidcultural purxK)8es. 

Naula 

... Small wells. 

Padhan 

Head of the village commu- 
nity. 

Patxvari 

... A Government oflScer in the 
villages. He combines Re- 
venue with Police powers. 

Phant 

... Village record-of-rights. 

Pujari 

... Worshipper in a temple. 

Sirtan 

... Tenant-at-will. 

Talaon 

... Irrigated land. 

l7praon 

... Upland or land not poasessing 
good facilities for irriga- 
tion. 



TRANSFER OF OCCUPANCY RIGHTS IN 
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On the other side of the Ganges are the two neighbouring 
districts of Saran and Champaran forming part of the Tirhut 
Division of Bihar, These two districts differ materially in their 
physical as well as economic features. Saran is served by three 
important rivers, the soil is exceedingly fertile and the density 
of population is fairly high, in some thanas it is over 1,100 per 
square mile. In addition to the food crops like paddy, wheat 
maize, etc., several money crops like sugarcane, tobacco, cotton 
and potatoes are extensively grown. The cultivated area is 
82.55 p.c. and during 20 years the cultivation has expanded by 
4.5 p.c. This extension has been at the cost of pasture lands 
causing the inevitable deterioration of the breed of cattle. The 
competition for land and its higher fertility have pushed up 
rents very high. The incidence of rent for occupancy land is 
higher than in the neighbouring districts, and in this district in 
59 villages the rate of rent exceeds Rs. 11 per acre, the highest 
being Rs. 21-11. The pressui^e of the population has brought 
about migration, lK>th of a temporary and permanent nature, to 
other districts and to the neighbouring provinces, particularly 
Bengal. In the Census of 1911, 285,490 persons or about 11 p.c. 
of the total population were found to be outside the district. This 
does not however represent the correct value of tem^rary emi- 
gration which is at a maximum between the months of November 
and February and the Census Emigration took place after that. 
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The Champaran District is more sparsely populated as com- 
pared to Saran, the average density being 507 to the sq. mile. 
This accounts for the fact that 24 p.c. of the total area is under 
non-food crops as compared to 18 p.c. in the Saran District. 
Cultivation in this district is gradually expanding, large tracts 
of lands are being reclaimed from forest areas, hence the produc- 
tivity of the land is not high. 70 p.c. of the total area is under 
cultivation and the size of the holding, owing to the lack of the 
pressure of population on the soil, is very large — 5.19 
acres or times bigger than in the neighbouring district of 
Muzaffarpur and is about 5 times that in Saran where it is 1.41 
acres. The average size of a plot is .871 acre, much larger than 
the average plot in Saran, which is only .28 acre. The agricul- 
tural resources have not yet been sufficiently developed and there 
is little or almost no competition for land, hence th(? rate of rent 
is very low. The highest rate does not exceed Rs. 2-11-3 per acre 
for occupancy ryots, while the lowest is Rs. 1-10-2. There is 
little or almost no emigration, while a large number of immigrants 
have come from the neighbouring districts; these immigrants form 
about f> per cent of the total population. 

In spite of these wide divergenccvS, the two districts have 
several points of similarity. In both, the occupancy ryot plays 
a very important part. In Saran 84.10 per (^ent of the occupic*d 
area is in the possession of occupancy ryots, while in Champaran 
it is about 83 per cent. 

This result is mainly due to the sefnirity of tenure and fixity 
of title given by the Settlement operations. The importance of 
this will l>e realised from what Sir William Hunter wrote in 1876 
in his Statistical Account of Champaran: — ^‘Hardly any land in 
Champaran is held by tenants with a right of occupancy under 
Act X of 1869.’^ 

The preponderance of mortgages to sale in the transfer of 
occupancy rights in both the districts is also a striking feature. 
In Saran the total area of occupancy holdings alienated by sale 
or mortgage during 1911-1921 amounts to about 12 per cent of 
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the area held by ryots. In Champaran the area transferred by 
sale is one-third of the area alienated by mortgage, while 
it is one-sixth in Saran. The following table gives a com- 
parative estimate of the relative proportion ^of transfer by sale or 
mortgage ; 


Area of Vil- 

No. of Occu- 
pancy IToId- 
in|?8 in the 
Village. 

No. of Transfers. 


Name of District, enquir- 

ed into. 

By Sale. 

By Mort- 
gage. 

Total. 

Baran ... 939,699 

608,065 

1,920 

93,313 

95,233 

Ohamparan ... 999,777 

264,345 

4,393 

14,497 

18,890 


From this, it will appear that out of 10 per cent of the number 
of transfers of occupancy holdings in the village, al>out 9T per 
cent was by mortgage, the corresponding percentage for Champa^ 
ran being 77 per cent. These mortgages are mostly of the usu- 
fructuary type, by whi(‘)i the mortgagee is i>laced in possession of 
the land and is entitled to the produi'e by way of interest. The 
mortgagor is in many cases allowed to cultivate it, on paying to 
the moi’tgagee one-half of the produce or any other stipulateil 
ainoiint. The main cause of this preponderance of mortgages 
is that under the Bengal Tenaiu*y Act, no transfer of occupancy 
land by sale is voted till the consent of the landlord is obtained. 
The sanction of the landlord has to be obtained at times at heavy 
cost on i)ayment of a large amount as Salami, or in many cases 
it is almost unobtainable. The Calcutta High Couii: in Indian 
Law Reports, Calcutta, 1897, p. 355, heild that — in the absence 
of any custom to the contrary, occupancy rights are not saleable 
without the consent of the landlord,” This difficulty has indm-ed 
the ryots to part vrith their lands by mortgage as the transferee 
by mortgage is not in the chitcbes of tire landlord in the same 
way as the x)ui’chaser. The rent receipt is issued in the name of 
the ryot and the mortgagee cannot easily be dislodged from hk 
position by the landlord. For this advantage the mortgagee hm 
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to pay a higher rate per acre than the purchaser, as the following 
table will show : — > 

TraHsfer of Occnpancy Bights 


Name of Thana in 
District Saran. 

Rate per acre for Sale. 

Rate per acre 
Mortgage. 


Us. 

Rb. 

Siwan 

167 

164 

BsLsaiitpur ... 

186 

200 

Faraa 

184 

208 


This feature of the landlord’s right has given rise to a. further 
evil. Not only is the transfer of occupancy rights increasing every 
year but land is passing out of the hands of ryots swelling the 
number of landless labourers which is 13 per cent in Champaran 
and is being concentrated in the hands of a few professional monciy- 
lenders and lawyers. This is fraught with the greatest dangers 
for the social organism and is likely to bring about a social re- 
volution in the near future, unless checked in time. 

In the neighbburing district of Muzaifarpur where the custom 
of transfer by sale has been successfully established in many parts 
and the consent of the landlord is not insisted upon, the propor- 
tion of mortgage to sale is not so disproportionately high and the 
tendency of land passing to the hands of moneylenders and other 
non-agriculturists is not so prominent. 

This is further supported by the fact that in the Mirganj 
Thana of Saran where the restrictions on the transfer of land 
imposed by the landlord are very stringent, the total area trans- 
ferred by sale was only 34 acres as compared to 2,607 acres trans- 
ferred by mortgage. ^||^s a natural consequence of this, the per- 
centage of transfer to non-agriculturists (landlords and money- 
lenders) is about 32 per cent and one can well imagine the seri- 
ousness of this tendency when one finds that in this Thana 85.69 
per cent of the total occupied area is occupied by occupancy ryote. 



I'RAMSFER of occupancy rights in north RIHAR 6ll 

The following* table g’ives an idea of the seriousness of this 

Total number Pfucentage of Tmiisfers to Total ^PransferH to 

of 'riansfeis. 

Ijundlords. Ijawyors. Moneylenders. Hi^ots. 
o*S 09 9*;'l 8a*.> 

IS, 890 a 0*3 24T Do 

The moneylenders luoe iiulude those who do not carry on 
ag:riculture along* wiih tlndr main business of nioneylending*. Tlus 
tendency has become very prominent during* the last 25 years. 
During this period, transfers by sale to moneylenders increasid 
from 9,35 per cent to 22.ft5 ])ei cent while tlu' mortgages roM* 
from 9.35 to 29dW) per cent and the transfer by sale to ryots fell 
from 83.90 per cent to 71.55 per cruit and mortgages fell from 
vS3.9<> to (J4.50 per cent in ('hamparan. 

Another cause of the |;re}>ondeTance of non~agri<‘ultut‘ist 
transferees is the piactiiH^ of farming out land. The ihikadini 
ttmure was a necessity at f)ne iimt' when the district had to b(' 
o])ened u]». lly it a iiers{)n takes up the iltiJca of a village for a 
})criod of years, usually 12, and agrees to pay a certain stipulated 
sum to the landlor<l. During his period of tenure he has neither 
the time nor the inclination to effec t agricultural improvements, 
and after the period is over and when the tJiika is revised, invari- 
ably the landlord demands a higher amount from the f In Jidda i. 
This increase is ultimately borne by the ryots who Jiave to jiay 
it either in the shape of a higher rent or in the form of illegal 
taxes or altirahs. The result therefore is that after every twelve 
years a great disturbance to agritultnre takes place, and this 
necessarily reduces the profits of cnitivatioii, thus rendering it 
(Hnsy for the moneylender to get it. 

Thus we find that the landlord’s insistence on his consent 
for the transfer of occupancy holdings and the practice of farming 
have together caused the land to pass into the bands of non- 
agricultural classes. The best method of counteracting this grow- 
ing evil is to take away the power of sanctioning the transfer of 


evil : 

District. 

Siiran 

( 'hamparctn 


F. 82 
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Occupancy riglits from the landlord and to transfer it to an im- 
partial agency, vsa.y the Revenue Officer, ao as to ensure that trans- 
fers are made only in extreme urgency and that the land does not 
pass out of the hands of bona fide agriculturists. In shoii:, North 
Bihar today is in need of a l^and Alienation Act. The landlord 
enjoys the privilege of cdioosing his tenant and this privilege 
carries a very higli money value in the form of Salami or bonus, 
and this tends to make it impossible ioi* the ryot to purchase lands 
by sale, thus forcing all lands into the hands of Mohajans, 

The Punjab was at one time faced wiih this problem and it 
solved it by enacting ihat in cases of the permanent alieiiation of 
land by all agriculturist to a non-agriculturist the sanction of a 
Revenue Officer was necessary, while there was no leslriction for 
such transfers wliere both the parties were bona fide agriculiur- 
ists.i It is true that the adminisiraiion of this Act is not ea.sy, 
in view of the fact that moneylenders are also pait-time agricultur- 
ists, but what the Punjab has done, North Bihar may also do. 
Here these restrictions must bo made applicable to the usufruc- 
tuary mortgages also which are, from the first, a virtual transfer 
.and not a mere mortgag'e. This restriction may result in a 
lowering of the price of agricultural land and in the ( ontraction of 
the lH>rrowing capacity of the ryot, hut it is to be expected that 
iliis will act as a substantial and effective check on his extravag- 
ance and improvidence. With the exj>ansion of Co-apera.tive 
So('ieties, the ryot will not suffer owing to fhis contraction of 
borrowing facilities and this passing of land into the hands of 
])rofessional moneylenders may be checked. 
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III iliis ]^^J)er some aspects oi the marketing ot jute in 
(kilcutta have been deseiibed, mainly from the iMfoiination pei- 
soiially (‘ollected l)y the writer: The Paper has been divided into 
three sections. 

In the first part, there is a description of the four principal 
classes of markets for raw jute: — 

(a) Arafs or indigenous markets for loose jute, riz.^ Hat- 
khola, Phulbagaii, (Jiitpore, Bagbazar, Shyainbazar, 
Ultadanga and Cossipore, their methods, charges, and 
other details; 

ih) the market for lutrhn bales, their method of packing, 
grading, sale, purchase, etc. ; 

(r) the market for pucca bales, with similar details; 

(d) Baras or speculative markets, their method of work and 
recent reforms. 

In the second part of the Paper, there is a description of the 
following principal (>ommercia1 Associations for raw jute: — 

(1) the Hatkhola Banijya Hitaishini Sablia concerned with 
loose jute; 

(3) the Indian Jute Mills Association concerned wdth 
Iviitcha balevS ; 

(3) the Calcutta Baled Jute Association concerned with 

pucca bales ; 

(4) the East India Jute Association dealing in jute futures ; 

5J3 
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(5) the Calcutta Baled Jute Shippers’ Association (of ex- 
porters of pvcca bales) ; 

(G) the Calcutta Jute Dealers’ Association (of European 
dealers and brokers of hutch a bales) : 

( 7) the Jute Balers’ Association ; 

(8) tlie Jute and Gunny Biokers, Ltd. : 

(9) the Bengal Jute Dealers’ AsscKuatiou 

(of Indian l)aleis, shippers, dealeis and brokers of 
raw jute). 

In the third pait, some prominent featuies of the jute trade 
have been described, such as, changres in the vo^lunie and direc- 
tion of export trade, domestic trade with mills, fluctuation in pn)- 
diiction and prices, etc. The change in i>rices due to the change 
in the purchasing power of money has been allowed for, and 
the causes of the extreme variations have been noted. The Paper 
is concluded with a plea for a better and a more efficient market- 
ing organisation so as to secure to the ryot the legitimate fruits 
of his labour. 


Idle literature on the marketing of jute is not extensive. 
The earliest and the most systematic description is to he found 
in the Beport of the Jute Commission of 1873. There have been 
other accounts, which have given more up-to-date details, but 
these are meagre and not seldom inaccurate. An attempt has 
l)een made below to give a description, not based on second-hand 
materials of this nature, but on information gleaned and verified 
by ijersonal interviews with leading jute merchants and also from 
replies to questwnuaires issued for the purpose. 

CALCUTTA THE CHIEF MARKET FOR JUTE 

The most important market for jute is Calcutta, not only 
because of the jute mills there, but also because of exports from 
the port. This fact is quite well-knowui. Bui in a thesis recently 
apjiroved for the D.Sc. degree of the London University, an emi- 
nent authority, who has sought to make amends for “ the ignor* 



MAIIKETINU OF JUTE IN (^ALCJUTTA 


515 


auce of rural econ()mi(.*.s on tlie part of the iiitelligeutsia of 
Bengal/’ there are tlie following astounding statements: — 

“ The fibre to be exported to Europe is pressed in by 
liydraulic presses into pueca bales, weighing 5 
inaunds/ which are as hard as stones, and which are 
generally sent to Chittagong via Chandpur and thence 
to Europe. The kutcha l>ales originally intended for 
use in Calcutta are sometimes rebaled into pucca bales 
for export t() Europe.” 

TIow tliese statements are bcjriie t)ut by facts will appear from 
the following statistics: — 


Y<‘ar. 


Export, of .lute iti 
thousaud ion.s 
fr*»m Hcngal. 

I'Vx pert, of .lute ill 
Uiuusand tons 
from (’alrulta. 



467 

457 

1932-38 


570 

553 

1923-24 


(>09 

635 

1924-25 

... 

091 

66l 

1935-36 


041 

616 

1936-27 


700 

677 

1927-28 


890 

851 


SYSTEMS t)E TBANSPOirr TO CALCUTTA 

Of the total quantity <lespatched to Calcutta alxuit 50 pei* cent 
is received through I'ailways, 45 j>er cent throiig'h steam vessels, 
4 per cent through country boats and 1 per cent tlirougli (arts. 
Fifty years ago, however, about 45 per cent wuis received througli 
country boats, per cent through railways, 12 per cent through 
steam vessels and S per cent through carts, Couiitiy boats are 
being gradually ousted, w’hile carts have y>ractically disappear- 
ed, no separate statistics being available after the season 1922- 


1 The weight is in fact 400 lbs. net, exclusive of the tare allowance of 5 lbs. 
See post. There are three (iifferent laaimds principally in use in Bengal : 
(a) Standard or Railway or Indian, weighing 82 lbs. 4 oz. 9 dr. ; (fe) Factory, 
weighing 74 Iba. 10 oz, 11 dr. ; (c) Bazaar, 82 lbs. 2 oz. 2 dr. It will be noticed 
that none of them weigh 80 lbs. 
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23. The reason is not far to seek. Apart from the cost and delay 
involved in the picturesque but antiquated methods of transport, 
there has been a considerable change in the method of marketing 
jute in the niofussil. Trade has now become so vast that a num- 
ber of agency houses have been set up in the mofiissil, some 
provided with the most up-to-date appliances, where jute is bulk- 
ed, groded and then sent to Calcutta. Units have become much 
too big for country boats or tor carts. 


PART I 

IMPTIOX OF (^ALCT^TTA MARKETS 

It is diflicult to describe this vast trade in all its phases with- 
in the limits of a short x>aper. In its three parts, the subject has 
been studied in only three of its asj^ects, viz.: — 

(1) a do8crii)tion of the four princijial classes of markets 

foi* raw jute in Calcutta, viz., markets foi' loose jute, 
markets for hitcha bales, markets for pucea bales 
a n d s jveeula t i ve m arket s ; 

(2) a description of the nine prin(r‘j)al Commercial associa- 

tions for raw jute ; 

(3) a description of some prominent features of the trade. 

It will be noticed that mofussil marketing has been entirely 
left out. This subject however is so obscure and so interesting 
that it is jiroposed to write another pax)er exclusively on this. 

INDIGENOUS MARKETS FOR LOOSE JUTE 

Of the total quantity of jute imported into Calcutta, about 
one-fifth is received as loose jute^ in the varioUvS indigenous 

2 In this is included what are called assr>rted hojhas, that is to say, bundles 
of graded jute not done up in bales. 
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markets. These are called amts, and there are seven of them at 
present : — 

(1) Ilatkhoia, dealing partly in Northern jute (gTowu in 

the tracts ol high laiids watered principally by the 
llrahmaputia and the (jraiiges in the districts of 
llajshahi, Jalpaiguri, llogra, Kangpur, etc.), partly 
in Eastern jute (grown in the eastern districts of 
Bengal such as Myinensingh, Dacca, Tlpi)erah, etc.) 
and partly in AVestern jute from districts like Pur- 
ncah. date from Sirajgiing(‘ and Pabna and also 
tJaisee jute grown on high lands in the neighlx>ur- 
hood of (’alcutta are also to be found in this market. 

(2) PliulViagan, dealing mostly in Nortliern and Western 

jute and also jtite from Eastern districts and Miir- 
shidabad. 

(d) (diitpoje, dealing in jutc from dessore. Northern ajid 
Eastern Bengal. 

(4) Bagbazar, dealing in jute from the horderland between 

Nadia and Earidpiir districts, in Enstern jute and 
to a smaller extent in Northern jute. 

(5) Shyambazar, including Patipukur, dealing principally 

in daisee jute (grown on liigli lands in the neigh- 
bourhood of Calcutta). 

(t>) Ultadanga, dealing mostly in Madaripnr jute (grown 
in the district of Faridpur and the contiguous por- 
tion of the Nadia and Jessore district ts).^ 

(7) Cossipure, dealing in all kinds of jute, with Northern 
" and AVestern jute predominating. 

3 Madafipur jute had a bad name in the market. Keren tly however the 
quality has improved and fraudulent waterin'? has practically disappeared. This 
jute is now mixed up with other jutes for sale to mills and for exjxjrt. This 
market is thus of diminishing importance. 
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DIFFERENCES IN METHOD 

Not only are different kinds of jute to be found in this way 
in the different markets, there are also other points of diff'erenee. 
l^lius in IMiulba^an , payment is to be made by the buyer within 
eig'ht days of delivery, but in Ilatkhola and Bagrbazar only five 
days are allowed and in Shyainbazar, incduding Patipukur, only 
three days. The various eustomary deductions are also different. 
For instanee in Bagbazai*, the dhalfft or so-ealled drying allow- 
ance^ is I seer^ for each weighmeut, which must be given free 
to (he buyer by the seller, whereas there is no dlutlfa in some 
other markets like Ilatkhola an<l Phulbagan. 


THE (M>8SIPDEE MARIvET 


In spite of these differences, however, the method of buying 
and selling is miudi the same in all the markets, ex(‘ept (-ossi- 
poie.<> Strictly s})eaking, (^ossipore is no a rat at all, seeing that 
there is no godown. But there is arafdari business, that is, com- 
mission agency, for receiving the steamer and railway receipts 
from beparis or smaller * mofiussil merchants, for sale of jute on 
their behalf and on their account. No godown need be kept, for 
the railway comi)aiiy does not charge any demurrage for storage 
up to three days in its extensiv'e godowns and the buyer is per- 
mitted to inspect the jute in the railway godown. The price is 
however fixed there only ijrovisionally, for a considerable batta 
or discount ha^s .sometimes to be allowed to the buyer after the 
delivery of the jute to the press house named by him, whenever 

4 Tlie (Jhalta has to be allowed even if the jnte is quite dry. 

5 One bazar seer c\jrrcnt in Cafciitta is equivalent to 80 tolas of 180 grains 
each, or 2.053 lbs. 

6 The peculiar features of this market are due to the inventive genius of 
Mr. Uewanmal Bengani, the founder of the notorious phatka market for specuv 
lative dealing in jute. See pout. He w'as a remarkable man. Beginning life 
in 1894 as a humble employee in a Bengali baling firm, he came to dominate 
the jute ij>arkel in Calcutta within ten years. 
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therfe is a dispute ttat the whole of the consipfnment is not accord- 
iii^y to the sample shown. Not only this, a considerable dhalta^ 
amounting' to 1 seer^ per bale of 3^ mds. and \ seer per bale of 
IJ mds. has now become customary, although it is not obligatory 
to make this allowance. 


OTHER MARKETS 

In other markets, the nieth<Kl is altogether different. Each 
market has a number of aratdars^ who have one or more araf.^ or 
godowns eac^h. Each nraldar is a trader on his own account and 
also a commission agent on behalf of mofussil merchants or hepciris. 
In other words, the jute received by him may be his own, pur- 
chased by his own mofussil agencies on his own behalf, or it may 
l>e simi)ly sent to him to be sold in Calcutta on behalf of others. 
The latter however frequently receive advances from the aratdar, 
l)earing interest at the rate of 12 per cent per annum, with the 
added obligation (but not enforceable at law) of eff*e('ting sailes 
througb the advancing arauhir,^ If any freight is payable on 


7 OnlesB otherwise mentioned, the seer and the mannd are to be taken as 
(he Bazaar seer and the Bazaar maiitid. 

8 In the romantic days of old, when consignments of jute were received 
mainly through boats, the araldars sent out their men called khalagaHis^ osten- 
sibly to take charge of the jute and pay the prescribed river dues, but really to 
seize the consignments in respect of which advancos might have been made by 
the araldars. In the words of the report of the Jute Commission (1873), “ recus- 
ancy on the part of the consigners or of their supercargoes leads to quarrels and 
appeal to the j>olice.” 

In some part of the mofussil, jute advances are made on bonds called satta 
patras^ running somewhat as follows : — 

“ I do execute this satta patra in I do hereby take 

loan of Rs from you as advance for the supply of jute. I do stipulate 

t*) take back this satta patra after realisation of the full amount by means of 

delivering on at once and in one measure the total quantity of jute 

as shown above at per maund. If I deliver that jute gradually instead 

of at once and in one and the same measure, I will cause the same, whenever 
any quantity of it will be delivered by me, to be entered on the back of this 
Satta patra and credited to luy account. I do agree by this satta patra that if 
I fail to deliver that jute acc-ording to its terms, I will pay the full amount of 
, advance together with the damoges for any loss that you would incur, at the 
rate at which the other mahajans would sell their jute in that year. I do further 
agree by this satta patra that if I produce any other proof or receipt except the 
entry on the back of this instrument, it will be null and void.” 

P, 88 
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the jute, that is met by the aratdar^ and delivery obtained from 
the steam vessel or railway concerned. Out-of-pocket expenses 
like these, such as freight, cart and cooly hire to the godown are 
charged to the hepori or mofussil merchant, when the account sale 
is finally rendered to him. In the meantime an advance is made 
to him on account, up to an agreed percentage, the money being 
paid either to a local representative of the be party or sent by re- 
gistered and insured post, or made over to an indigenous banker 
in satisfaction of the humli discounted with that banker by the 
mofussil agency. Two types of huiulis are used in this connec- 
tion, the darsani hundis or demand bills and the mu^Jdafi hundu 
or usance bills. Some of these are quite curious documents, not 
conforming to any of the usual forms. During the busy season, 
when there is a great demand for discounting such huudis in the 
mofussil, the hundi or commission charged varies from As. 6 to 
As, 8 per B-s. 100 on a darsani hundi. In the case of a muddati 
linndi, au additional amount is cliarged by way of discount for 
the period of the currency of the bill. These hnndis are in every 
case dean bills; tlie relative documents of title in jute, the 
steamer or the railway receipts, are invariably sent to the aratdcfrs 
direct. 

COMMISSION AND OTHER CHARGES 

There are two systems of commission and other charges, one 
followed by non-Bengali arafdars and tlie other by Bengali 
arafdars. Tlie former have a flat rate of 6 annas per maund hitcJm 
and 7 annas per maund pucca, the first signifying that there is 
no liability on the part of the arntdar, if there is a default in the 
payment of purchase money by the buyer, whereas the second 
signifies that the arcttdar accepts full liability for payment. 

Such a bond is not however made out when loans are received from a 
Calcutta ataidar, who can only exercise a moral pressiire by persuading other 
aTQtdars not to sell jute in respect of which he may have made advances, through 
their A»»o(‘iation called the HatkhoJa Banijya HitaUhini Sahha (literally the aaao- 
•qiation for the promotion of trade in Hatkhola). Bee post. 
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Beng’aili aratdars have however only the pucca arrangement, they do 
not have an all-in rate, and cbavge 4 as. per mauud for themselves 
in addition to the following: — 

Tohooti kabari, a varying allowance for payment to clerks 
and other employees of the araUlar; 

JJasturif a customary allow’ance, which also varies. 

dharn padari, an allow’ance for men who put the drums of jute 
on to the scailes, usually at 12 as. per 100 inauiids. 

Kayali (for w'cighinent), and 1 These two are usually charged at 
Jachandari (for assortment) J 4a.s (>[). per lOO rnaunds. 

Over and above these, the following charges are levied both 
by Bengali and non-Bengali nrafdars: — 

Godow'ii rent^ — at As. 8 a* day on 100 drums ot about I md. 
each; at As. 12 a day on ItM) small bales about 1| mds. 
each; at Bs. 1-8 a day on 100 big bales about mds. 
each. 

Insurance — at 1^ to 3 pies per maund for the entire period of 
storage, 

or Brokerage paid to the buyer’s broker (a] 3 pies i>er 
md. 

Ojan Siirkdvi^ or weighment fee also paid to the buyer’s broker 
or lepresentative 4 as. per 100 mds. 

d/fshierji/ or cashier's charges jjaid to the buyer’s finn @ 
Bs. 1-2-0 for every Bs. ],IXM) of sale amount. 

JaljHini or gratuity paid to the buyer’s firm @ 4 as. for every 
100 rnaunds. 

Tripal bhara or tarpaulin hire for protecting jute from the 
rains @ 3 as. per piece. 

9 Bofnetimes, haw€v«r, th6 two items Dalali and Ojan Sarkari are iumi>ed 
iiogetber and shown as a single item. 
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CHAEGES FIFTY YEARS AGO 

How the i>re8€iit charges compare with the charges fifty years 
ago will appear from the Mlowiug table of charges current in 
1873: — 


In Cash 

Agency coininission per mauurl 

Bent per inaniid for the entire period of storage 

Weighment per 100 imaunds ... 

Coolies for removing from carts 
,, ,, placing on scales 

,, ,, removing from caiiis to godown 

Tallyman 

Brokerage to buyer’s broker ... 

Assortment fee on each cart load 


As. P. 
1 0 
0 3^0 
2 0 
6 0 
3 0 
0 9 
0 3 
0 3 
0 9 


In Kind 

Assortnierit — 2 k seers for every 100 inda. 

Brokerage — ] seer per drum of about 1 md. 

Religious observance — seers for every 100 inds. 

Weighman — 3| seers for every 100 mds. 

In those days, the time for the payment of purchase money 
varied from 3 days to one month, and because the nrfitdxirs had 
this additional liability from which their successors are now free, 
they should charge less than before. It should be remembered 
however that the price of jute was then only about Rs. 3-8-0 a 
inaund and the i)resent charges cannot in view of this be considered 
excessive. 


10 Ntm- Bengali aratdars, who were then very few in number, charged B«. 10 
to Rs. 86 a month for each godown according to its size. 
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METHOD OF SALE 

The method of etfeofiiig sales has remained mu(‘h the same 
through all these yeais. The buyer rails at the araf arroiupanied 
by his broker or (lahd. The hechwfd or the salesman of the 
aratdar shows them different samples. When a particular samp^le 
is approved, the orntdfir and the dahd join their hands together 
under the cover of a piece of cloth, generally the chadar on the 
person of the amfdor. The aratdar w^rites with his finger the 
anna i)ortion of the price per maund of the jute approved, on the 
palm of the dahd , who shakes his head in divSai)proval, so long as 
tile price is not acce])table to him. This process goes on till the 
bargain is completed, when the dahd strikes the hand of the 
aratdar and the cloth is removed. The buyer is in most cases a 
baler, wlm takes the jute to 'a press house for being carefully 
assorted and made into jnirra bales for export. Occasionally, 
liowev€*r, mills also buy loovse jute in this way. 


PBESENT TENDENCIES AND THE FUTURE 


What is the future of this arntdari business? Two 
tendencies are noticeable. One is the gi^adual replacement of 
Bengalis hj non-Bengalis, the proportion of Bengali arafdars being 
now reduced to about 80 per cent. The second is that the volume 
of jute passing through the amts is not increasing pari passu with 
the total volume of jute produced. The arafs for some other crops 
like seeds have practic.ally disappeared, the produce being delivered 
directly to the Kidderpore dock or to the Howrah railway station. 


XI This cur ions systeru prevails also in other parts of India. See the Report 
of the Mango Marketing Committee published by the Government of Bombay. 
The practice might have owed its origin to the desire on the part of the aratdar 
to cheat his mofussil constituent. But it is extremely doubtful if it is possible 
t> do so, in the face of the present keen competition. The writer was allowed 
access to the books of a Bengali aratdar, who has now retired from business. In 
every case the price obtained from the buyer was credited to the mofussil trader 
less the usual charges. 
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Will this be the fate of the picturesque jute arat^i also? So long 
as jute is grown in siiiall holdings, so long as it cannot be properly 
bulked, giaded and baled in the producing area itself, it must be 
sent to an arnf. AVhether it will be sent to a mofussil arat, or to 
a Ckilcutta arat, will depend on the financing, storage and other 
facilities offered at the two places. 

KUTCHA BALES 

The second class of jute arriving in Cah’iitta is received 
directly into mills in the form of what are known as hutcha bales. 
There is no satisfactory definition of such bales. On the 12tli of 
Tune, 1908, a notification under Section 40 of the Licensed Ware- 
houses and Fire Brigade Act, 1898 (Bengal Act I of 1893), was 
issued by tlie Municipal Department decdaring any building in 
Calcutta, which is used for storing jnte in hutch a bales, to l>e a 
warehouse within the meaning of the Act. But a prosecution in 
the Police Court failed, owing to a point having been raised as 
to what was intended by the expression jute in hutchn bales. 
After some correspondence and discussion, the Bengal Chamber 
of Commerce ultimately adopted the following definition, 
namely : — 

“ A hutch a bale of jute is a bale which usually contains not 
more than 4 maunds of jute, and which may vary in density from 
75 cubic feet to 130 cubic feet per 2,240 Ibs.’’^ 

Even this definition does not carry us far. The carrying 
companies recognise three different kinds of bales and have laid 
down the following sliding scale of rebates allowed on freights 
for jute bales, according to the lightness of packing: — 

(1) on bales of 4 maunds each, rebate of 22^ per cent. 

(2) on bales of 3i maunds each, rebate of 20 per cent, 

(3) on bales of IJ maunds each, rebate of 20 per centA^ 

12 See the ADniial Beport of the Calcutta Baled Jute AesoGiation from' U 
Au^nmt, 1908, to Slst July, 1909. 

13 The rebate allowed on jmcca bales is 25 per cent. 
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The first type of bales are packed only by Messrs. Rail! 
IJros. — the biggest traders in jute. The second and the third are 
the usual forms of packing, their prescribed volumes being 13-5 
cubic feet and 5*88 cubic feet respectively. Kut^cha bales are 
therefore not so hard piessed as pucca bales which have a volume 
of about l()-4 cubic feet for ever\' 400 lbs. There is another 

difference also. No portion of the jute is cut off for kutcha baling, 
the hard roots at the bottom and the sticky portion at the toj) 

being all retained. There are different marks of different balers, 

who sell on the guarantee of their marks. These are movstly 

European firms. Some standards of assortment have also been 
laid down for the grading of kutcha bales. Thus at a meeting of 
the (hilcutta Jute Dealers’ Associatioid^ held on January 27, 1927, 
the following standards for the season 1927-28^^ were laid down: — 


(Irade. 

Hessian Warp.*'' Good Sacking Warp.’* 

Cuttings."* 


40% 40% 

20% 

8’« 

70% 

30% 


40% 

60% 


It’s <)r Rejectioris^o to l)e straight morahed^ but without any 
gmirantee ; 

T. R.’s or Terrible Rejections to include everything Ivelow 
R’s, 


14 For an account of this aBi»CMMation, see x^ost. 

15 The jute season begins on July 1. and ends on June 30, in the next year. 
Thus lt>27-28 means July 1, 1927, to June 30, lVr28. 

16 I’s containinji( 100 per cent hessian warp (see below) are practically un- 
known in the kutctia bales market, as the tinest jute is always made up into 
pncca hales and exported. During the war when the export was restricted, I’s 
were occasionally found in kutcha bales market. 

17 i.c., fibre suitable for use as warp threads for weaving hessians or the 
finest jute manufactures. 

18 f.tf., fibre suitable for use as w-arp thread for gunnies nr coarse jute manio 
factures made- into bags. 

19 i.e., the portions whicJi must be cut off from the top and the bottom 
order to make the fibre uniform. In America these are known as Butts, 
portion of the cuttings may** be used as sacking warp or weft but the rest has 
to he utilised only for paper making. 

20*.^., mainly jute which is either damaged, barky or knotty. 

21 t.e., folded or twisted at the head and at the bottom. 


> B' 
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Unfortunately, these percentages are not strictly adhered to 
by all. There is further confusion on account of sub-groups, 
under 2’a we may have 2’s green, 2’s red, and 2’s ordinary with 
slight variations; under 4’s we may have good 4^a, 4’s ordinaiy 
and X 4*s; under Il’s we may have R’s, X R’s, T.R.’s, B.T.R.’s 
(Bad Terrible Rejections), H.J.R.’s {Hahi Jahi or Miscellaneous 
Rejections) and so on. Not only this, the same standard may 
not be observed year by year. The 2’s of a year of high pHces 
may be inferior to the 2 'k of a year of low prices. As a matter 
of fact, the Indian Jute Mills Association suggested to the 
Calcutta Jute Dealers’ Association in their letter No. 562, dated 
September 16, 1926, that the exivstiiig marks were to go up one 
grade, namely : — 

Present packing— 4’s, R’s, T.R.’s, B.T.R.’s. 

Next year’s packing* — 3’.s, 4 ’h, II ’s, T.R.’s. 

The present standards are: — 


2’8 

... 80 j)er (^ent for canvas. 

etc. 

2’s 

... 20 per cent for hessian 

warp, weft and cuttings. 

a’s 

80 per cent for hessian 

waiq). 

3 ’8 

... 20 per cent for hessian 

weft and cuttings. 

4’s 

30 per cent for hessian 

weft. 

4’s 

70 per cent for sacking. 

warp and cuttings. 


To make the confusion worse, even during the same season, the 
same qualities may not be maintained throughout. During the 
early part of the sea.son, jute retains its whiteness, gloss and 
strength. But as the season advances, the same jute becomes 
l)rownisli, coarse and weak, specially if it was not packed in a per- 
fectly dry condition. Various .suggestions have been made from 
time to time to secure uniformity, e.g,^ to indicate qualities by letters 
which will admit of a more exact classification^® or by numbers 
assigning definite marks for (a) strength," (h) length, (c) colour, 

22 See Supplement to the Indian Trade Journal for April 30, 1920, pv 3, 
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(fl) gloss, (e) freedom from dirt niul stirks, etc. 25 These sugges- 
tions have however not been accepted by trade, 

METHODS OF MILT. PURt ERASES 

The purchase of lutrha bales by the Indian jute mills is 
effected in one of the following several w’ays : — 

1. The most usual method is to buy from baling firms in 
the mofussil, generally in forward (‘ontracls of a 
month oi more, in quantities ranging from 500 to 
2o,000 Attfrhtt bah>s, the pri(*e quoted being for a 
Bazar maund. There are about fifty sucli iirrns, 
twenty European and thirty Indian. Of the latter 
about ten have as (aueful baling O'? European firms. 
All of these sell- through brokers and pay them a 
commission of 1 per cent to IJ per cent. There are 
two classes of contracts:—- 

(^0 direc't and (h) principal or underwritten.2'^ 

In the fiisi class of contracts, the broker has no liability 
wluitsoever. He acts simply on behalf of the buy- 
ers his commission being geneially I i>er cent. In 
tile second class of contracts, he is liable for the due 
performance of the contract, and his commission is 
usually higher, r/c., 1.} per rent. It is clear that 
c<mtracts of the first class are entered into onlv with 
first-class firms, who receive the full price, as soon 
as the steamer receipt is delivered to the puichasiiig 
mill. Ally difference due to short weight, etc., is 

23 See N, C. Chaudhiiri’s Jnte in Bengal (1921), pp. 169-170. 

24 A distinction i« Bonjetirnes made between these two types of contract. 
Strictly spealting, a principal contract is a contract in which the broker acta 
on behalf of an undiBclosed principal. If the principal remains unnamed, the 
broker has to accept liability, and the contract becomes an underwritten ctm- 
tract. Even if the principaPs name is given out, the broker has very often to 
shoulder the liability. Hence whatever the theory may he, there is not much 
of dijETerence beiw^een principal and underwritten contracts. 

E. B4 
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adjusted later by means of a debit note. In the oasd 
of the second class of contracts, about 90 per cent of 
the value is paid when the steamer receipt is handed 
to the mill. 25 The remainder is paid after the jute 
is landed, weighed and compared with the standard 
set out in the contract. If there is any dispute, it 
is refeired to arbitrators appointed by the Bengal 
Chamber of Commerce according to the terms of the 
contract. 

2. The less important baling firms do not sell directly to 
mills but in the name of brokers, who carry the deal 
through entirely on their own account and it is ru- 
moured that some of them pay less to the balers 
than the amount received from tlie mills. 

♦h Some hnns again pack their jute under the supervision 
of lire representative of a broker, who allows his 
“ mark ” to be used in consideration of a fee of 4 
annas per maund and then sell the bales to the mills. 

4. A few brokers have now set up their own mofussil 

agencies and supi)ly their own jute to the mills. 

5, Sometimes the mills buy loose jute in small lots from 

l)ersons known to them who buy it either in the 
(ij’fits described above, or local ddisee jute in the mill 
area itself, or from the mofussil. 

PUCCA BALES 

It has already been mentioned that a portion of the jute arriv- 
ing in Calcutta is received directly into press-houses, mostly for 
export to foreign countries Imt partly also for sale to local mills. 
Some of these presses are maintained by the shippers themselves^ 

25 It Rhould be pointed out in this connection that no advance is made against 
ibti steamer receipt issued by the Eastern Bengal Railway and Steam Ship Gom 
Ijtd., a purely Indian concern. 
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while the rent have their jute baled at presses hired tor the pur- 
pose. These bales are very hard-pressed, weigh 400 lbs. net each 
(exclusive of the tare of 5 lbs.) and occupy a volume of 10 cubic- 
feet (with a tare allowance of 2/5 cubic toot). Five of these bales 
form a jute ton of 50 c. ft. 26 (with a tare allowance of 2 c. ft. at 
the riverside and 4 c.ft. alongside the vessel) for the purpose of 
export. Th# assortment has to be done very carefully. The rooty 
portion at the bottom and the sticky portion at the top have to 
be cut off ill order to make the fibre as uniform as possible. There 
is the same difficulty with regard to the standards of the dilferent 
grades in the case of the in/cra bales as in the case of kiitcha 
bales. The h ighest grade — ‘‘ Diamonds,” packed out of the 
picked fibres of the best jute grown in Mymensingh and DacCfi 
districts, is now practically obsolete. As a matter of fact, the 
grades classified by the London Jute Association do not show 
“ Diamonds ” but begin with “ Reds ” as shown below: — 

‘‘Reds”: baled principally from selectetl fibres of 

“ N’orlhern ” jute and also from “ Eastern ” jute 
to s(une extent. This mark is suitable for being 
woven into liigb grade hessians. 

” Fii'sls ” : This is the standard cjuality and was formerly 
• known as “ M Group ” or “ Cracks.” It is chiefly 

composed of “ Northern ” jute, although there may 
be “ Eastern ” (chiefly District quality) and 
“ Western ” jute as well. This is suitable for ordi- 
nary hessian manufacture. 

“ Lightnings ” : made up of the medium common North- 
ern qualities and also of the residue of higher 
qualities. The group vshould yield at least 60 per 
cent vsacking warp. 

26 For shipment to Boston, New York and Pliiladelphia, however, 40 c.ft. 
form a jute ton. The freight is in every case quoted in shillings and pence 
per ton, converted into rupees at an exchange rate prescribed by the Bengal 
Chamber of Commerce. 
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“ Hearts mainly baled out of low graxle weak jute with 
which gunny bags are usually manufactured. This 
mark yields about 40 per cent sacking warp. 

“Daisee’’: altogether different from ordinary jute 

(CorahoTus eapsularies)^ belonging as it does to the 
species Corchorm oliiorns. Its chief merit is the 
absence of roots. It is grown principally in the 
neighbourhood of Calcutta, in Jessore, Khulna, etc. 

“ Tossa ” : a quality of jute grown from the tosm seed. 
It growls almost in all tlisiricts and is characterised 
by its strength and freedom from roots. It may 
have a yellow colour but may also be brownish and 
even dark brown. 

Under each one of these standards every shipper has a num- 
ber of marks to denote particular qualities and grades of jute. 
To give only one instance, Messrs. Soorajmull Nagarniull, one 
of the most important shipping firms, had as many as 73 regis- 
tered marks during the season 1926-27. These marks have to be 
duly registered with the Calcutta Baled Jute Association, which 
publisli an Official Book of Marks every year before the beginning 
of the season, lliese marks have also to be lodged with the 
London elute Association. For the Hearts ” gi^ade, generally 
a “ heart ** is depicted; for other grades some geometrical ffigure, 
€.(/., a circle, a rectangle or an ellipse is used. According to the 
contract form approved by the Calcutta Baled Jute Association no 
letters or numbers denoting quality should be less than five inches 
in length. The contract also lays down that for all marks above 
Hearts the jute must be free from “ Bombays '^*7 ^nd Eejec- 
tions28 and the roots must not exceed 2J per cent on an average.*® 

27 “ Boinbays ” are the inferior residue of all jute and are never cut, the 
rooty portion at the bottom and ihe sticky portion at the top being both retained. 

28 ** Bejections ” are exported separately. Pluring the season 1925>26 out 
of the total export of 3,616,792 bales, 3,096,076 were of jute, 191,722 were of 
“ Bejections ” and 229,995 of Cuttings. 

28 There are many other clauses besides these in the contract form ; the 
total number being 17, excluding the 3 rplee and the 6 byedawB amplifying 
the last clause, Bee poH, 
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BALER’S AND SHIPPER’S PRICES 

The baler’s priee for jute is quoted f.a.s. and in order to 
arrive at the shijjper’s c.i.f. price, the folloA^ingr char<?es have to 
be added : — 

1. Export Duty of Rs. 4-8-0 per bale for all marks above 

Rejections, which are chai-fred, at Rs. 1-4-0.^® 

2. Local cess of 2 annas per bale charged on l)elialf of 

the Calcutta Improvement Trust. 

8. Port Commissioners’ Tolls, etc., at pre.sent amounting 
to about Rs. 4-10-0 per bale. 

4. Consul’s fees for destinations outside the empire, as 

all invoices have to be certified by the Consul for 
the importing country. 

5. Insurance generally' effected for 10 per cent above the 

invoice cost. 

0, Policy stamp. 

7. Freight valuing from time to time. 

8. Interest for the period between the ijayment to the 

baler^^ and the date of negotiating the draft with 
*• an Exchange Bank. 

9. Telegrams, postage and other incidental charges. 

10. Commission payable in London if the order is received 

through a liondon house and not directly by the 
shipper. 

11. Shipper’s own commission. 


30 Under Government of India Notification No. M2B, dated November 17, 
1923, jute rags such as are used for paper-making are exempt from the payment 
of export duty, provided that tJie Customs Collector is satisfied that they are 
useless for any purpose to which cloth or rope is ordinarily put. 

31 According to clause 15 of the contract form approved by the Calcutta 
Baled Jute Association the terms of payment are cash on the delivery of mate's 
or dock receipts. 
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This is the most usual scale of eluirg'es. Occasionally how- 
ever the overseas purchaser desires a f.o.h. quotfition, he himself 
arranging: for freight and insurance. In a few cases jute is ship- 
ped to a foreign porfeon consignment account for commission sale. 
Usually however regular l)ills are drawn either on impoi’ting firms 
or on banks specified by them in the letters of credit opened at 
their instance, accompanied by the usual shipping documents. 
These bills are mostly D/A’s and freely discountable, the rate of 
exchange being fixed up beforehand by means of forward exchange 
contracts. 


SPECULATIVE MAHKETS 

Jlesides the above tluee classes of markets, (1) for loose jute 
in (irats^ (2) for kviclut bales for mills and (3) for pucc^i bales for 
i‘xport, tliere is a fourth (‘lass of markets, which may be described 
as speculative markets. There are various Exchanges in the 
northern part of Calcutta run ostensibly for “ futtires on ap- 
proved principles (c./y., those fcjllowed by the (bearing HoUwSe of 
the Liverpool C^otton Association or by the markets for ‘‘ cotton 
futures in New York and New Orleans) but in practice often 
degenerating into gambling (lens. These are called haras, lliere 
are separate haras for jute, hessians, shares, linseed and cotton. 
No written contracts are made out in connection with the trans- 
actions in any one of these haras^ though every deal is reported to 
be entered in the books of the buyer as well as of the seller and 
signed by the opposite party in acknowledgment. Each Satur- 
day there is what is called bhultan, that is to say, a rate is fixed 
on the basis of which differences are paid and received on the fol- 
lowing Monday. The ‘ contract ’ however continues till the due 
date stipulated, when a settlement has to be finally made. Here 
the difference l>etween a hara and an organised ‘‘ futures market 
becomes at once apparent. For in most haras the buyer is pre- 
cluded from exercising his right of obtaining delivery of the com- 
modity he has bought, and the seller his right of offering delivery 
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of the goods he has sold. They must both rest content with pay- 
ing or receiving difterences. Apart from this, there are no regu- 
lar hours of business, no duly constituted rules, no written con- 
tracts, no minimum quantity for each deal and so on. It is no 
wonder therefore that some of these hams are frequently raided 
by the police.^ Strongly worded protests have been made by 
the jute trade from time to time against this evil, c./y., by the 
Ijondon Jute Association and the Indian Jute Mills Asso(‘iation. 
But in si)ite of vigorous action r)n the part of the police, the evil 
has not been removed, partly because the law is not entirely satis- 
factory, partly liecause gambling is often a(‘companied by bona 
fide hedging operations, and partly l)ecause these operatioiis are 
carried on at difVeient times through different bodies such as 
WiiUir Bazar (literally, inside or secret market ), Phatka Market 
(literally, a market .swelling .and bursting like a bubl)le) and so 
on. Apart from police ])rosecut ions, attempts have been made 
from time to time to coniiol future dealings somewhat according 
ti) the methods adopted by the East India Cotton Association 
established in 1921 in Bombay, and vested with statutory powers. 
In 192fJ, a bill called the ‘‘ AVagering Associations Bill ” was 
introduced in the Bengal IjCgislative Council by Mr, IJ. P. 
Ivhaitan, AI.L.(\, but did not meet with adequate support from 
the jute trade. A similar bill introduced last year by Air. P. II. 
Ilimatsingha met with no better fate. While every one is agreed 
that gambling witli its injurious effe<*t on genuine trade sliould 
lie ruthlessly sui)piessed, tliere is a consideiable body of men who 
are anxious to have a regularly organised market for jute futures. 
In June last year a new assotdation called the East India Jute 
Association, Ijtd., was opened in Calcutta by Mr. J. M. Sen 
Gupta, then Mayor of Calcutta, In spite of elaborate rules pulv- 

32 One raided cn May 21, last had the high-aounditig name of Jnt© Met- 
ohantB’ and Brokers’ Association. It was an unregistered body and had its 
rooms at 5/1, Royal Exchange Place. 

33 This was originally a market for genuine future dealing hut eventually 
degenerated into a gambling den and had to l>e suppressed. 
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lished in the newspapers, the Asvsoeiation has not been much of i\ 
success. Even now genuine traders look at the new institution ask- 
ance. To give only one instance, in the daily Jute Market Report 
published by Messrs. J. M. Bannerjee & Co. for the last 38 years, 
Ihe quotation of the Association are shown as the quotation.^ of 
the Phathi Market, 


PART II 

DESdMPTK )N t)F COMMERtUAL ASSt KTI ATIONS FOR 
RAW JUTE IN CALCUTTA 

The following are the principal cointnereial associations for 
ihe raw jute trade^^: — 

(1) the ITatkhola Banijya Hitaishiui Sabha, 

(2) the Indian Jute Mills Association, 

(3) the (hdcutta Baled Jute Association, 

(4) the East India Jute Association, 

(5) the Ckilcutta Baled Jute Shij)pers^ Association, ' 

(0) the (kilcutta Jute Dealers’ Association, 

(7) tlie Jute Balers’ Association, 

(8) the Jute and Gunny Brokers, Ltd., 

(9) the Bengal dute Dealers’ Association. 

The first four are concerned respectively with the four market.s 
for raw jute in Calcutta described above. The fifth, as its name 
implies, is an association of shippers of pneca bales. The sixth 
represents the traders in the kufcha bale market, both dealers and 
brokers, but all Europeans. The seventh, the eighth and the hist 
are associations of Indian balers, shippers, dealers and brokers 
with identical objects. 

34 The author is inflehted to the Bengal Chamber of Commeroe, the Bengal 
National Chamber of Commerce, the Indian Chamber of Commerce and also the 
authorities of all these asscx^iations for the information given here. 
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1. The Hatkhola Bafiijya Hitaishini Sabha 

This is an assoc iaiion of Bengali jnie meichants of Hatkhola 
and otlier iiidig'eiious arafs, already rei erred to, having* its office 
at 40 Bolorain Majuindar Street, Calcutta. It is not affiliated 
with any of the ('hanihers of (’onnnerce in (kdcutta, n(»r does it 
return any rneniher to the Bengal (’on noil. 

2. The Indian Jute Mills Association 

The Indian .lute Maniifactiireivs' Association was (onstituted 
in 1884, the name being change<l into the Indian Jule AliiJs 
AHsociation a( a special general me(*ting held in .Inly, 11102, when 
the pi'esent rules were lai<l down. The objetts oj the Association 
wen* describ(*d in the following words: — 

“To encourage and s(H*ur<‘ unit(Ml feeling and action, to collect 
and classify facts ami statistics, to open out new markets, 
if [jracticabh* to fix points of ('ustom, to ol)tain one form 
of crrntract, to obtain the renioval of grievances, to 
arbitrate on matters of dispute, to communicate with 
"juiblic authorities or kindred Associations; generally to 
jiromote and protect the interests of those engaged in 
the industry in all matters relating to it, especially in 
matters touching the interests of tlie members of the 
Ass<K‘iuti(Ui ; and to do all such other lawful things as 
are incidental or conducive to the attainmeTits of the 
above objects or any of them.’’ 

Membership is open to all persons owning or managing Indian 
jute mills or holding power-of -attorney to rey>resent them. The 
annual subscription payable in advance is calculated on the number 
of hxmis or spindles owned or managed or represented by each 
member. The affairs and funds of the Association are mana.ged 
by a committee consisting of a chairman and four memlnu’s, who 
are elected at the general meeting every year. The Secretary 
and Assistant Secretary of the Bengal Ohamljer of Oommorce are 
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the ex-officio Secretary and Assistant Secretary of the Associataoii. 
The Association retrinis two representatives to the Bengal Legis- 
lative Council. 

The Caicutta Bated Jute Asseeiatioil 

At a meeting held in May, 1892, of shippers, brokers and 
billers of raw jute in Calcxitta, Mi*. Allen Arthur (of Messrs. 
Finlay & Co.) stated that the Calcutta Jute Balers* Association 
formed two or three years ago had lieen allowed to lapse, because 
its main object of checking speculation could not be achieved. 
There was room however for an tussociation, which would have 
as its object the stabilisation of trade on a better and fiiuner basis. 
Accordingly, the Calcntta Bale<l flute Associjition was fonned, at 
a General Meeting held on 30th May, 1802. Three contiwt forms 
were provided for: — 

Baled Jute No. 1 

,, ,, No. 2 (Bejections) 

,, ,, No. 3 (Cuttings) 

which continued even to the present day, although somewhat 
modified. A suggestion for a fourth contra^d to provide for jute 
sold as home guarantee fell through. The annual subscrip- 
tion was fixed at Rs. 50 payable in advaiKMi in September. The 
admission fee was fixed at Bs. 32 (Bs. 10 for members enlisting 
before Slst August, 18tl2). These rules have been subsequontly 
amended. The annual subscription has now been reduced to 
Bs. 32 but the admission fee has been raised to Bs. 1,000. Mem- 
bership is open to all persons interested in baled jute trade in Any 
way. The general management of the business and affairs of the 
Association is entrusted to a committee consisting of nine members^ 
to include an equal number, each of the representatives of ship- 
pers, balers and brokers. The Secretary and the Assistant 
tary of the Bengal Chamber of Commeroe are the ^4^0^ 
■Secretary and Assistant Secretary. . ' The, prescribed 
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of the three classes referred to above are very coini)lex,5S and the 
book of marks reg'istered by members is very elaborate. 

4. East India Jute Assodation, Ltd 

As already stated, this Association has been started with a 
view to the pi’oper control of the business in jute futures. There 
are two classes of contracts, S 3 )eciai contracts and standard con- 
tracts, the former bein< 4 ’ n on-transferable and the latter passing** 
from hand to hand, the rights and liabilities of the diffenuvt inter- 
mediate parties as also the initial and final i)arties being adjusted 
through the clearing-house maintained l>y the Association. For 
the present there is only one standard contract, viz., the London 
Jute Association actual First (iroup Marks Contract, but substi- 
tute marks are permitted on payment of a i^'iialty. There are 
three lender days in a week' Monday, Wednesday, and Friday. 
Every Saturday, there is a< j)eriodic:al j>ayineiit of difference be- 
tween the contract pri<ie and the market rate as determined by 
the Daily Rates Committee, “ to ensure th(> safe i)erformance of 
all (iontracts and to iirotect contracting parties from any loss 
resulting from the non-fulfilment of contracts.” The rates on 
the delivery dates of the delivery months (i.e., Septeml)er 20, 
l>ecember 20, and March 20) are however given by the fkisird of 
Directors of the Association. All disputes are finally arbitrated 
by the Committee of the Indian Chamber of Commerce with 
\vhich the Association is affiliated. There are at present 11 
members in the merchants’ panel and 232 in the brokers’ panel. 

5. Calcutta Baled Jute Shifipers’ Association 

In the words of the Memorandum, the primary object of this 
Association is — 

To promote, support and protect the chai*acter, status and 
interest of the shippers of jute, to make rules and regula- 
tions for the conduct of such shippers, to define the 
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custroma and usages of such ttucle, to make and enfd^ 
a fomi or forms of contrac’t imder which members of the 
Association shall purchase jute, to promote just and 
honourable practices therein and to secure united action 
among such shippers. 

This Association is affiliated with the Bengal Ghaniber of 
Commerce; the Secretary and the Assistant Secretary of the Bengal 
Chamber are ex-officio Secretarj'^ and Assistant Secretary of the 
Association. Although the liability of the members is limited, 
the word “ Ltd.” is not appended to the name of the Association 
by virtue of the special provision contained in Section 26 of the 
Indian Companies Act. Ori^nally the name of the Association 
was the Baled Jute Shippers’ Association. This was changed in- 
to the present name when it was incorporated under a special 
license from the Gav(3rnment of Bengal dated February 22, 15)26. 
The members then taken over are called Original Memhens, each 
having four votes and the new entrants called Ordinary Members 
have only one vote each. Not only this, any new member must 
be approved by a majority of over 5 to I, and also by the 0)m- 
mittee of the Association, consisting of the President and 4 mem- 
iKjrs, elected at each Ordinary' General Meeting, The quarterly 
subscriptions are payable in advance on Mar(‘h 31, June 30, 
September 30 and December 31, the amount being fixed by the 
Committee subject to a maximum of Bs. lOO. The present member- 
ship is 24, 

ft. Caieutta Jute Dealers’ Association 

All European persons directly connected, either as sellers or 
brokei-s, with the trade in jute for local consumption are eligiMe 
for election as members. They have to be proposed by two 
members, and seconded by the Committee, of the Indian Jute 
Mills Association. The general management of the businese of 
the Association and the administration of its affairs and funds ; 
are entrusted to a committee of six msmbers. admission fee 

and annual subscription are respectiTely Bsv 50 and Bs. 30 f n# ■ 



MARKETING OF JUTE IN CALCUTTA 


539 


the present but are liable to alteration. The present membership 
is about 100. The Secretary and the Assistant Secretary of the 
Beng*al Chaiul>er of Comineree are the e.T-offirio Secretary and 
Assistant Secretary of the Association. 

7. The Jute Balers’ Association 

Tliis is an association of Indian jute balei's, shippers, traders 
and .brokers founded in 1000 with the bdlowing objects: — 

To promote, pioteet and watch f)ver the general commercial 
interests, to oollect and circulate statistics and other in- 
formations relating to the trade, to adjust controversies 
between meml>ers, to ar)>itrate in the settlement of dis- 
I)utes arising out of coinmercial transactions and io main- 
tain uniformity in- rules, regulations and usage of trade. 

This was incorporated under the special provision of Section 
2(> of the Indian Companies Art on June 8, 1918. The business 
is vested in a committee of four members and the Chairman elect- 
ed at the Annual General Meeting. 

The Jute and Gunny Brokers, Ltd- 

This is an association with similar ohjecis, the managing 
agents being Messrs. Birla Bros., ltd. The members are also 
meml>ers of the Calcutta Baled Jute Association and the East 
India Jute Association, aiul have no bye-laws of their own. They 
tiso the contract forms approved by the above two Associations 
as also of the Indian Jute Mills Association, and abide by their 
respective bye-laM^s. 

9. The Bengal Jute Dealers* Association 

This Association was staged during 1928 and has been affiliat- 
chI with the Indian Ghainber of Commerce. The object is to 
pnnpc^^ and guard common interests of its members as dealers 
in jute,* V The membership is open to all persons directly con- 
either as sellers, buyers or brokers with the trade in jute,** 
The annual sul^criptibn is B«. 26 ^ 
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PART III 

SOME FEATiTRES OF JUTE TRADE 
VOLUME OF EXPORT TRADE 

The most prominent feature of the jute trade is its remark- 
able development in recent years — specially the export trade. A 
distinction has to be made between the exjimi trade in jute manu- 
factures and that in law jute. The former is much older, jute 
having been sxmn and woven ns a cottage industry long before 
the days of the mills. In fact it was a well-established industry 
as early as the days of the Ain-‘i-A?chari\^ The latter is much 
more recent, although not so recjent as is usiuilly imagined. The 
earliest reference to the export trade in raw jute is to be found in 
the letter from the Court of Directors of the East India Company, 
dated October 2f3, 1793,^^ in which they ordered a shipment of 
1,000 tons, having be<»n satisfied with the results obtained from 
the previous trial shipment. But trade did not make any consider- 
able progress during this early period. Board Office records are 
available from 1828.-29, but are not so reliable as the Calcutta 
Customs House records which are available since the year 1835-30, 
some figures being quoted bellow : — 


Fiscal Ycnar 

Klxport of Jute in 
thousand cwts. 

Remarks 

1886-36 

12 


1836-87 

165 

This apparently rapid increase is partly 



due to better control for statiatioal 
purposes. 

1845-46 

213 


1866-66 

881 

... 

1858-59 

318 

This fall is on account of the Mutiny^ 

1866-66 

3,472 

Includes 212 thousand owts. Cuttings* 

1872-73 

7,255 

Includes 1,272 thousand cwts. Outings 



and 274 thousand owts. Cuttings and 
Rejections. 

36 See J. C. 

Binha's Economic 

Annals of Bengal (Maemillan 

. 87. 



37 Ibidi pp. 

268-69. 
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About this time the Indian jute mills began to consume the 
raw produce in quantities, and there was a temporary set-back in 
the export figures. The mills had, howoTer, increased their looms 
at too rapid a rate. The result was that there was a crisis in the 
Indian industry and juie had again to be offered to external con- 
sumers as before. This expansion was checked for the second 
time when there ivas a seiious fall in the exchange value of the 
rupee, but there was a (prick recovery with the stabilisation of 
the exchange rate. Tluue was a third decline during the War 
but the lost ground has now becui more than made up, as showm 
in the statistical tabli^ for jnt(* ex}>orts in thousand tons ciuoted 
at the beginning of Pai-t I. 


DIRECTION OF EXPORl' TRADE 

The destinations of jute exjMirted in early years are given 
belo w : — 


Export of Jute in thoumnd cwts, through the Calcutta 
(hidoms House to : 


Eiftcal Year 

United 

King- 

dom 

Atnerira 

France 

British Indian 

0 “" 

(rutta 

1836-S7 • • • 

147 

8 

8 

7 

... 

184B-46 

199 

2 

10 

4 


1855-56 

766 

64 

55i 

... 

... 

1868-59 

121 

83 

109 


This shows how 
Continental buyers 
gained at the 
expense of U. K. 
during the 
Mutiny* 

1865-66 

2,226 

1,107 

4 

180 

Inciudes Rejections 
also. The fall in 
exports to France 
is due to war on 
the Oontinent. 

I87M3 

W96 

tm 

148 

194 

Includes Rejections 
as well as Out- 


tings* 
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It will be notic^ed that Germany which is now the biggest 
buyer of raw jut© has no place in the table. The ©a rli©i»t German 
shipment wa.s to Bremen in 1840-41 when an export of 18 cwts. 
only is recorded. There was a shipment to Hamburg for the 
first time during 1845-46, retwding an export Of 226 cwts. only. 
The present dire< tion and volume of export trade in taw jute will 
b© clear fiom the following table : — 

Export of Ram Jute from British India In thousand hales 
of 400 Ihs* each. 


Pre-war War Aver- Post-war 
Average (for age (for Average (for 


('ounfcries. 

the quin- 
quennium 
1909-14), 

the quin- 
quennium 
1914-19), 

the quin- 
quennium 
1919 -24). 

1926-26. 

1926-27. 

United Kingdom 

1,691 

1,295 

952 

977 

m 

Germany 

920 

34 

686 

810 

1,026 

U. 8. A. 

535 

523 

483 

888 

489 

Prance 

428 

198 

367 

496 

504 

Italy 

213 

215 

180 

276 

263 

Belgium 

' ... 

1 

174 

185 

248 

Spain 

122 

172 

132 

167 

187 

Other Countries 

372 

161 

364 

826 

290 

Total 

4,281 

S,699 

3,228 

3,624 

3,964 


The most remarkable post-war development is not the quick 
recovery by Germany, about which so much has been said in 
trade reviews, bxit the entr^*^ of Belgium as a buyer of rapidly 
increasing imjortance. 

If;' ■ ' ' 

DOMESTIC TRADE WITH MIIJLS 

The War how^ever did not bring about any diminution in the 
volume of domestic trade with the Indiah jut© mills, which hnw. 
showed an almost uninterrupted progress e^er since they weir©; 
first started. The consumption of jut© in Indian nulla # 
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below in laJchs of bales of 400 lbs. each for eacb jute season (July- 
Jutte) from 1912-13 to 1920-27;— 


Season : 

1912-13 

18-14 

14>16 

16-16 16-17 17 

-18 18-19 

19-ao 

Mill consumption ; 

46 

45 

49 

58 

67 

54 51 

62 

Season : 

1920-21 

21-22 

32-33 

23-24 

24-25 

25-26 

36-37 

Mill consumption : 

56 

44 

47 

51 

67 

55 

65 


The pTxrcha«es by the mills are not however so steady as the 
above eonsum-ption fij|>iires would seem to show. For they often 
carry over considerable stocks from one season to another. This 
will l>e apparent from the following' table compiled from the 
latest Annual Report of the Indian Jute Mills Association showing 
([uantities of raw jute purchased by the Mills in millions of 
matinds for the above period: — 

Season: 1912-18 18-14 14-15 15-16 16-17 17-18 18-19 19-20 

Mill purchases : 24 22 80 27 27 3 1 25 80 

Season : 1920-21 ' 21-22 22-28 23-24 24-25 25-26 26-27 

Mill purchases : 25 .22 15 26 24 27 37 

FLUCTFATION IN THE V0I.TTME OP PRODUCTION 
This variation in annual purchases by Mills is called for by 
considerable fluctuations in the volume of pro<luction of raw jute 
as shown in the table below% compiled . from the final forecasts 
published by the Director of Agriculture, Bengal, and subsequent- 
ly revised. 

(In Inl'hs of boles of 4()0 lbs, each) 

Season: 1912-13 18-14 14-15 16-16 16-17 17-18 18-19 19-20 

Producbion : 98 89 104 73 83 89 70 88 

Season: 1920-21 21-22 22-28 28-24 24-26 26-26 26-27 

Production: 59 40 54 84 81 89 102. 

FLUCTUATION IN PRICES 
With the volume of production thus unregulated, it is no 
wonder that the price of jute fluctiiates wildly from year to year. 

38 The original figure was 108. This wide divergence between estimated 
original and revised figures is not the only point of complaint against official lore> 
casts. On many oocasions there have been still greater variations between fore- 
cast Ogurea and trade figures giving rise to strongly worded protests from the 
hade. 


F , 86 
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The exteat of the variation may" be seen froia the following taMe. 
AvS there ha« been a change in the piirchaeing power of rupeee, 
during this long and troubled period the prices have been correct- 
ed in the la^st column by multiplying the actual prices in each 
year by 100 and dividing the product by the index number for 
that year: — 


Price of Jute in Index Number of 




ORlouttia per bale 
of 400 lbs. O. D. 

M. ^roup froKi 1906 
and lied, from 1922 
in deoinial. of Re. 1 

Wholesale Prices 
in India (Base 1873 
= 100) published by 
the Department of 
StatistioH 

Corrected Price 
of Jute in Calcutta 
ae explained above 

1873 


23 84 

too 

23-84 ' 

1906 


6801 

129 

48-84 

1907 


64-86 

137 

47-84 

1908 


4810 

1B8 

3340 

1909 


3611 

124 

29-12 

1910 


4111 

122 

33-70 

1911 


67-81 

129 

44-81 

1912 


61-44 

137 

44 85 

1913 


77 96 

143 

64 ‘61 

19U 

... 

77-76 

147 

62-90 

1916 


64-86 

152 

36-76 

1916 


67-26 

184 

36’62 

1917 


' 65-76 

198 

28-4i4 

1918 

• a. 

71-40 

225 

81-78 

1919 


102-20 

276 

3703 

1920 


97-61 

281 

34-70 

1921 


93-56 

236 

89-64 

1922 


87-84 ’ 

232 

37-86 

1923 

... 

68-36 

215 

31-80 

1924 


75-84 

221 

84-82 

1926 

... 

111-61 

227 

49-16 


Thus if we make proper allowance for the variation in the 
purchasing power of money, the lowest average annual price during 
the 20 years lOOf) to 192b was 28.44 in 1917. Apart from this 
fluctuation in average annual ptrices, there is often oonsidomble 
variation in the course of a season. Thus the fivscal year lt)26*27 
ox)ened wdth a quotation of Rs. Iftl per bale/ which ^aduapy 
declined to Rs. 82 on June 1. The publication of the preliinl* 
nary forecast showing an increased acreage under jute 
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the ensuing season clepreHsod i>rices still further to lls. 59 on 
August 10. The fall wjis arrested at this stage, hecaiise the 
arrivals of jute into Caleutta were below anticipations. The price 
rose to Rs. 66 on September 7 but with the issue of the final fore- 
(jast showing a record croj), the price again went down to Rs. 57 
on November 2. Throughout Decembcu*, the price stood at 
about Rs. 60, api>reciating to Rs. 66 on January IHth, on account 
of an improved foreign demand, theie being a subseciuent re- 
action, which continued to the end of the year, the closing (flota- 
tion being Bs. 62^ per bale. 

CAUSES OF FIATCTUATIONS 

What are the causes of such extreme fliu t nations ? As stated 
above, production of jute is entirely unregulated. Nor is it 
possible to release supplies from the mofussil in accordance with 
demand, to prevent even the day-to-day fiurtuations. In the finst 
pla^^e, Bengal is a land of small holdings — smaller even than the 
tiny [)arcels in other ] provinces, partly as a conseti nonce of the 
proprietary rights in land created by the Permanent vSettlement. 
The cultivator is unable to make proper arrangements fon:^ ware- 
housing his produce with his limited resources. In the second 
place, jute is combustible and he cannot afford to keep it in the 
vicinity of the thatched hut in which he lives. Thirdly, the 
fibre deteriorates considerably in colour and strength, specially 
if it is not absolutely dry before it is stored. Fourthly, , when 
the numemus creeks in whic'li the Bengal jute lands abound dry 
up, the only method of transport is vby the ])rimitive cart, Avhich 
makes the cost almost prohibitive in the case of a cheap and bulky 
commodity like jute. 

MUIiTIPLICITY OF HIUDLEMEN 

The result is that the poor ryot is at tlie mercy of middlemen, 
who have appeared on the' field, ^on account of the frequent ' fluc- 
tuations in prices. There are iniddlemen in every trade, but they 
are fax too hnnaei^n in the jnte trade, and have all to be remunerate 
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ed, although some of them do not perform any commensurate 
economic service. It is true that their method of work should 
considered in connection with mofusail marketing but 
it is necevssary to point out here that many of the corrupt practices 
about which one heaTvS in the Calcutta market are due to these 
middlemen and not the productus. For instance, the ryot cannot 
water the jute ; his small bundle is carefully inspected by the 
fana^ i.e. , the itinerant small dealer, who purchases either at 
his house or at the neighbouring village market. The watering 
of jute and the strewing of sand to hide the moisture and to 
increase the weight are both due to middlemen. 

WFAKNI^SS OF THE PRESENT ORGANISATION 

The control of these middlemen is no less difficult than the 
proper organisation of the ryots. In fact the whole organisation 
of the jute trade is weak and inefficient from beginning to end. 
The ryot does not know how much he should produce to mec^t the 
demand at home and abroad.^ The Director of Agriculture gives 
his forecast figure when the season is pretty well advanced and 
€^ten then his figure is inaccurate in the extreme. The local mills 
have a strong association which carefully regulates their purchas- 
es, sometimes in excess of the quantity required, and sometimes 
below it, so as to keep prices as low as possible. The sellers of 
jute to the mills on the contrary are hopelessly disorganised. 
Whenever there is a dispute with the mills, the decision always 
goes against the sellers.^ Not only this, the canker of spe<mla- 
tion has infected the whole trade, which tends to be a mere gamble 
more and more. The worst c^onsequence is that the x>oot ryot is 
deprived in a large measure of the fruits of his toil. He has to 
work waist deep in noisome jute-steeped water for hours together 

39 This has been the personal experience of the writer, 

40 C/. “ Intention(?) to Plant Report of U. 8. A.*’ 

4tt Recently, they pressed for the introduction of the guarantee system in place 
•)f standard mark which is open to so much abuse and controversy. But this 
reasonable proposal was turned down by the Indian Jttte MiUs Association. 
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in the most nnhealthy season with the tropical snix overhead. But 
he adds merely to the coffers of middlemen and ultimate buyers. 
Even the State has its share in this wrong. The jute tax is credit- 
ed to Imperial revenues. part of it is available for the sanita- 
tion, education or welfare of the Bengal ryot. The jute cess is 
paid to the Calcutta Improvement Trust for beautifying the 
Second City in the Empire, which not even one ryot in a thousand 
has seen or ever hopes to see. And what is still worse, this 
grievous wrong is prcx<laimed as a great benefit to the ryot on 
the specious plea of “ high prices ” secured by him. The real 
nature of these “ high prices ” is apparent from the table of 
prices corrected with reference to the index number. Eor example, 
in E)25, the ryot really obtained less value for his jute than he 
did in But th('re can be no remedy until the Bengal ryot 

comes into his own and is alxle to assert himself. 



SOME OBSERVATIONS ON MARKETING IN 
NORTHERN GUJARAT AND KATHIAWAD 
AND AT BOMBAY 


BY 

K. H. Kamdar, 

Hnroda Colleifc^ Baroda 


SUMMARY 

Remarks of the A^^ritriiltural Commission on the absence of 
relia.ble or any market survey in India. 

Suggestions of the Commission on the same. 

The observations of the Commission apply to the marketing 
of all commodities. The Universities and the commercial and such 
other associations in our country have not directed their energies 
to this branch of our economic life. 

Some jirimitive forms of marketing in (lujaTat and Kathiawad. 
Their functioning in present-day economi(»8. The Fairs. 

Relation of marketing to means of communications. Rt^cent 
developments in Kathiawad will eventually establish a northern 
market for commodities prtMluced there and in North Gujarat. 
The Bombay trade will be radically altered. The linking of the 
markets of Northern Gujarat and Kathiawad with distant Bombay 
was a \ery unnatural development and it wanS forced upon the 
provinces by circumstances over which her princes and people had 
no control. The resumption of the northern market will re-establish 
their ancient economic connection with Sindh and North India. 
The irrigational developments in Sindh and the disappeajpance 
of the subsistence crops in Kathiawad point to the same concluaion. 

B48 
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The increasinj? cultivation of g^roundnut, etc., in Kathiawad. 

Some suggestions to expedite this revolution in marketing. 
Existing facilities for this in the provinces. 

The Patel Houses. The intervention of the states. 

Z^eutral and certified weighing. 

Uniformity of weights and measures. 

Scientific Auctioneering. 

Co-ordination of markets. 

Marketing of Alimedal)a<l and Bornl)ay textiles. Suggestions 
to ini]) rove tliis. 

A laborious and astute bargaining is the characteristic feature 
of rural and primitive business. Modern busiiiess requires maikei- 
ing aliility of a highly constructive order. 

Advertising is a study in psychology. 

Apiieal to the piircha^sing public through vernaculars. 

Timely visits to the j)urc‘husers and the retail merchants. 

The branding, quality, description, etc., of our commodities 
must l)(' uniformly inaintaiiUMl. Our goods must become house- 
hold wolds even among the illiterate public. At present it is not 
so. 

A good advertiser builds iij) a demand which the salesman 
a f t e I w a I'd s c* ry s t al I i zes . 

Diagiammatieal ])resentations of price-structuies. Concentra- 
tion of markets at Bombay. 

At present the inarkeis foi' the same comnuKlity are distributed 
in various centres at Bombay. These different centres should be 
abolished and u e should have but one nuirket for one commodity 
ill the whole city. 

This concentration is practised at Tlamburg for all markets 
and at l4)ndoii for some, markets. 

Advantages of this policy:- -A greater dispatch in business, 
closer contact between businessmen, and co-ordination and uniform- 
ity in business policy. 


No systematic survey of the conditions under which agri- 
cultural produce is marketed in India has yet been made in any 
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province. While it wa^ clear from the outset of our enquiry that 
it would not be possible for UkS, from the angle of an all-India 
enquiry over the whole field of agriculture, to examine in detail 
the marketing and distribution of each important crop in every 
province, we hoped that the material forthcoming in answer to our 
questionnaire might jirovide us with a sufficient body of facits upon 
which to form general conclusions as to the marketing of the more 
important crops. Only to a limited extent has this proved to be 
the case. It is clear that the agricultural departments have hither- 
to had at their disposal neither the financial means nor the trained 
personnel required to carry out marketing surveys. Moreover, 
unofficial organizations of middlemen in a position to (xdlect and 
collate information on martters of facts in connection with the 
business of their members are very rare in India. Some valuable 
investigations on the marketing of cotton are in process of being 
caxried out by the Indian Central Cotton Committee. But much 
of the information essential io an exhaustive study of markeiing 
conditions has never yet been collected.’’ 322, page 

of the Report of the Indian Agricultural Commission.) This 
was the report of the Agricultural Commission on the present 
state of our information regai‘ding the marketing of Indian 
agricultural produce. The same remarks apply to the marketing 
of other Indian commodities, Ixecause the Indian and European 
Chambers of Commerce, the Departments of Indiustries attached 
to various Provimdal Governments and even the University Schwils 
of Economics have shown equal indifference in the matter. 

The principles on which markets may be studied are very 
clearly and comprehensively suggested by the Agricultural Com- 
mission in para. 347, pages 408 — 410, of the Report. According 
to it, the investigator should combine a sound know^ledge of 
economic theory with a practical acquaintance with the condi- 
tions of production and sale of the commodity with which he is 
concerned. He must be prepared to develop his conclusions in 
accord with facts as these are established by him and must eschew 
the temptation to mould and colour * facts ’ to suit prepoesee- 
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sions. He should usually <*onceiitrate his attention upon one 
class of produce at a time, though a group of commodities handl- 
ed throughout the length of the marketing (liain by set of inter- 
mediaries may sometimes be conveniently included in a single 
survey. A suivey of production, of internal consumption and 
of the export-tra.de, where this exists, will form an essential 
preliminary to the propcw understanding of the existing situa- 
tion. The extent to which prodiK tion is localised, and in some 
instances to which it is seasonal, will demand the investigator's 
attention- Where reliable and c'ontinuoiis statements of prices 
exist, he should examine the movement of prices o\’er a period 
of years and the extent to which seasonal fluctuations appear 
and to which prices differ between one hM ality and another. He 
will attempt to analyse the whole price structure and jis far as 
possible, to measure the margin attiihiitahle to various func- 
tionaries concerned. lie shoiild make himself closely ac- 
(luainted with the (piality and quantity of the supplies. The 
relation between the producing ami consuming centres and 
the state of communications will come within his purview and 
he will need to understand the methods hy w'hich crop forecasts 
and crop estimates are made. He wdll then turn to the condi- 
tions of demand and obtain a general ai>preciotion of what is 
demanded in terms of both quality and quantity. Here again an 
examination of seasonal fluctuations and hxal dift'erences w’ill Ive 
required. It will not he sufficient to enquire into the nature of 
the demand unless the extent to which it is met by supplies at 
remunerative prices is also taken into consideration. A critical 
examination of the marketing ma<hinery will then follow and 
the investigator will examine the efficiency of the markets, their 
physical cx>nditions, their administration and the facilities they 
offer. At this stage, close attention should he given to the relation 
of the cultivator to the primitive market, including the influence 
of debt u|>on his freedom of choice as to where and W'hen Itc will 
dispose of his prcKhice, the extent to which produce is sold to 
village traders and marketed by them and the tolls and taxes on 
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the carts or the value of its coiiteiits which are levied by the 
muuicipal or other local authority. The extent to which a com* 
parison of prices generally between market and market can be 
taken as a leliable index of market conditions is another point to 
which attention must be i)aid. The technical study of storage 
methods and facilities will be outside the province of the investi- 
gator; on the other hand, the stxidy of the amount of storage 
available, the cost; of storage, and the margin available for their 
recoupment, as well as the consideration of the most suitable place 
at which to store, are integral parts of a maiketing investigation. 
In the penult ini ate stage of his en(|iiiries, the investigator will 
trace the channels through which the commodity passes in its 
journey from the producer to the consume^r. He will study the 
various types of middlemen and endeavour to appraise the services 
rendered by each. As far as data are available, he will examine 
the costs of distribution under different conditions. Finally, the 
investigator will study the position of the co-operative movement 
and the extent to which savings in distribution costs can lx» 
secured by co-operative sale. At the <T>nclusion of an investiga- 
tion earricMl on these lines, he will consider the existing system of 
market intelligem^ and the methods by wdiich the utilissation of 
such intelligence can best be extended. He will need helj) ir 
carrying out his enquiries as they will extend to the villages as 
well as to the marketing centres and it will not, therefore, be 
possible for the whole investigation to be carried out by one in- 
dividual. 

The above siiggestions are made for investigating the market- 
ing of agricultural produce; but most of them may be accepted 
even for enquiries about the conditions of general marketing. 

An attempt is made in the following pages to describe the 
most prominent features of marketing which the writer was able 
to notice in Northern Gujarat and Kathiawad and at Bombay. 
A few suggestions are offered to improve the existing oonclitioM 
where necessary, though without scOTpiilous adherence to ^ 
principles just enumerated. 
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The Cujri or Fair. 

The fail’ in the most elementary and at ihe same time the 
most periodieal form of marketing: in Gujarat and Kathiawad even 
now. At Ahniedabad it is known as the Giijri — a word which 
limy be described as a reminiscence of the practice of the ancient 
Gurjaras to meet together on select occasions for trade and 
counsel. A special day is assigned to this function — Friday at 
Haroda and Ahmedabad and Sunday at Rajkot. The marketing 
of all other coimnodities takes ])la(*e in the now well-known ways, 
but in the marketing ot milch-cattle and draught-cattle, the fair 
is even now the most convenient institution. The local authority 
exercises little control over its functioning, except that it may 
levy a small toll on the exhibitors, most of whom are exceedingly 
poor. The weekly fair also helps the urban milkman to purchase 
milch-cattle without incurring the expense of a ramble in the 
villages. 

The annual Goktil Ashtami fair at Surat ])rings together a 
large ntimber of dealers in high-elass furniture* and one is only 
surprised that so much l(K*al talent should have remained outside 
public and official notice even yet, Ko statistical or analytical 
account is available of the stalls or the transactions in the fairs. 
Primitive marketing obtains in Bhil tracts in Gujarat and also 
in the Gir and Nagber parts of 8ora1b. now under the jurisdiction 
of the Nawab of Junagadh. 

Revdtution through means of Coinmimications. The Establish* 
ment of the Northern Market. 

Marketing chiefly depends upon communications, and com- 
inunications in Gujarat and Kathiawad bear importan(‘e of their 
own. More than a decade ago, the B.G.J.P. Railway connected 
the principal ports of Kathiawad and ran cross-wise from Jam- 
nagar to Veraval and from Bhavnagar to Porbandar. But the 
whole faee of the province stands completely altered now, and 
excepting ill the ITnitecl Provinces, Kastem Bengal, and some 
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parts of the Madras Presidency /Kat Ilia wad may claim to be one 
of the most advanced parts of India in the matter of railway com- 
munications* But this is not the only issue. Several States 
maintain first-class roads, Gondal being the chief. Every village 
under the jurisdiction of the Ghondal State is connected with an 
important centre of commerce by a w^ell -maintained and free 
pahka road. These roads are feeders to railways and as owing to 
weather-conditions and considerations of cost, the villager’s cart 
hardly stands in danger of being 8upplante<l by the motor-lorry, 
they serve as important arteries in the distribution and exchange 
of local and foreign produce. These advantages of a good system 
of communications are however often offset by the existence of 
unhealthy rivalries in the management of railways and often by 
too much of a profiteering spirit among the States which are the 
proprietors of the railway systems. Morvi and Gondal have at 
the same time initiated another important reform — the telephonic 
service in these States is supplied very cheap and while a tele- 
graphic message costs twelve annas or a rupee and a half, a phone 
requires the merchant to spend only an anna or two if he happens 
to communicate with a station under the same jurisdiction. A 
third factor has only recently intrud€^d in this field. Up to recent 
times Kathiawacl was seived by some fairly good ports, e.g., 
Porbandar, Veraval and Bhavnagar. But now^ Baroda has opened 
Okha ; J amnagar is developing Bedi ; and Bhavnagar is trying to 
increase the usefulness of Port Victor. The States concerned are 
at present seriously handicapped by the Government of India hav- 
ing once more revived the hated Viramgam cordon; but the 
question will find an early solution after the report of the Butler 
Committee, and then the marketing of local and foreign produce 
in Kathiawad will be radically altered. 

The development of the railway system in Gujarat ami es- 
peciaily Northern Gujarat points to the same conclusion, ‘feii 
years ago, all roads in. Gujamt and Kathiawad led to Bombay; 
in the future, the roads of Kathiawad and half the transport of 
Gujarat will lead to Karachi or some new |>ort in Kathiawad or 
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near Cambay. The decay of the old ports of these provinces, the 
railway policy of the Indian Government, political exigencies, 
the rise of Bombay, and the ignonuice of the ruling princes and 
commercial classes — all these causes conspired in the course of 
the l&th century to transform their commerce and destroy their 
ancient connection with Northern India, and compelled them to 
make liombay their economic “ Suzerain/’ Given an efficient 
system of marketing, this century-old connection will iigw be 
severed, and once more the old relationship with Northern India 
will be resumed. The relations of Kathiawad and Noi*thern 
Gujarat with far-off Bombay were, to say the least, very un- 
natural. Rome time back the princes unconsciously forestalled 
this change by linking themselves directly with the Indian 
Govexmment at Delhi. 

Comiin<ercial and Subsistence Crops in Kathiawad and Northern 

Gujarat 

The future of niarketing which I attempted to describe in the 
foregoing paragraph is indicated by another revolutionary change 
which is taking place at present in the agriculture of the pro- 
vinces. Kathiawad once raised jawar, hajri, w’heat, sugarcane, 
and cotton; Northern Gujarat also raised bajri, jawar, and 
cotton. In the last decade of the IDth century, the subsistence 
crops w'ere mostly given up by the i)easantry, and excepting for 
his immediate provision, the Khedut or agriculturist started 
growing cotton. Just now^ cotton is giving way to oil-seeds. A 
time is not far off when Northern Gujarat and Kathiawad will 
be marketing for wheat from plains of Sindh, irrigated by the 
Sukkar scheme and the Punjab canal colonies. These lands will 
also be specialising in the raising of oil-seeds, cotton and wool. 
Subsistence economy is now slowdy disappearing from these tracts; 
instead, they are fast driving to the state of specialised industry 
and commerce* Given a scientific tariff, honest and competent 
administrative services, well-regulated transport, and an efficient 
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miiiketing of the produce, the economies of the lands will be corn- 
Iiletely altered. Biji^ht up from Bajkot to Vadal on the (Icmdal and 
fluiia^adh States Railways and from dam Jodhpur to Dhasa — that 
is, in half Kathiawad, the peasantry is at present conceutrating on 
the cultivation of groundnut, a crop, which was but scarcely known 
to the people there a few years ago. So also in Northern (hi jurat, 
though there the change is not so rapid. 


Groundnut. 

Mr. (/oatniaii says that “ During tin' year 1025-ti(i, oil-si^eds 
disjdaced tea from the fourth position in the list of Indian exports 
in spite of their decline both in quantity and in value as compar(‘d 
with the ])reviou8 year. (Iroundnut continued to show the same 
marked improvement as in the i)revious year and exports of castor, 
cotton seeds and sesamum also increased. Qroundmits contributed 
30 p.c,, linseed 25 p.c., rape-seed 9 p.c., castor 9* p.c. and cotton 
seed 10 p.c. Groundnut is supplementing linseed and w’as ])urchas- 
ed by France, (Germany, Italy and Netherlands for the preparation 
of cakes.” 

The? report of a well-established exporting firm in Hombay 
makes out the following details in the marketing of groundnut 
crops in Kathiawad : — 

25.000 tons on the Junagadh Railways. 

35.000 ,, ,, ,, Gondal Railways. 

20.000 ,, ,, Jamnagar Railways. 

10.000 ,, miscellaneous. 

Total ... 90,000 tons. 

Reliable data for these exports frotu Kathiawad States at^e 
not available. 
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Marketing. 

Unfortunately, marketing? conditions in ihese specialised crops 
are very primitive. There is no iip-lo-datt* financing, thanks to 
the want of confideiu e in the atlministrative methods of many of 
the States concenied. There is hardly any department of co- 
operation worth the name, except in Baroda, where however the 
lieg-istrar has not still taken the initiative in matters of marketing. 
In some States the sale of the prmluces takes place by auction 
under the control of lleveiuie (JtHcers. Kx(*epting in cotton, there 
are no associations, no r\iles for grading, etc., no uniform standards 
of measurement and weights — though luckily in most parts of 
Kathiawad the latter apj)roximates to uniformity — no control over 
brokers and ))rofiteeTs, and no central market-phu es, organised on 
a well-concMMved plan. 


Patel Houses. 


However at Waiikaner and Rajkot I noticed Ihitel Houses. 
Tliese are useful institutions and if j)roperly looked after, may 
dc^velop into excellent market-places. The villagers bring their 
pioduee to these Patel Houses, park their carts there, enter into 
bargains with merchants, mix with other producers, discuss the 
structure oi ])rices, take rest and then in the evening return home. 
We should take care not to confuse these strange Patel Houses 
with markets in Bihar or the Mandis of the canal colonies of the 
Punjab, “ which consist of a set of shopvS built round three or four 
sides of a rectangle, a wide brick pavement being provided for 
unloading, examining, cleaning, weighing and bagging the grain. 
In front of the pavement, there is a wide metalled road, surround- 
ing m open space used for parking of caxts. The market is as 
near to the railway goods |datforin and sometimes a railway siding 
runs into it/^ {Pam 321, Report of the AgrienltuTal Commission.) 
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The Patel Houses are naturally under the control of the 
States. If the States take care to post commoclity-prices there, 
if they bring the houses within the orbit of a great road or a 
railway station, and if transactions be brought under greater 
control, trade and agriculture will certainly profit much. 

Mr. Chalmers, Development Commissioner in Burma, suggest- 
ed similar action to he taken by Government, in his evidence before 
the Agricultural Commission, for marketing the groundnut crops 
of his province. 

Wanted Neutral and Certified Weighing. 

Weighis and measures in Kathiawad and Gujarat are not uni- 
form. To see that the i)easantry is not cheated, I may venture 
to make one suggestion. In Bombay, Baroda and other large 
cities and towns, we have neutral tallymen, doing weighing work 
on behalf of public iiistitution.s like the Bullion and Diamond and 
Pearl Merchants’ Associations. The institution is known in 
Gujarati as iJhfiramno hanto — the charity balance. It is certi- 
fied and neutral weighing. The customer has to pay a nominal 
rate for the work done and the memorandum iwS then accepted by 
Wth the i)arties. Local Boards, Village-Panchayats, Municipal- 
ities and Market Associations and State authorities in Kathiawad 
and Gujarat may bo reciuired by legislation or rules of associations 
to provide machine weights or other weighing facilities and sec 
that weighment under their certification cturies with it the stamp 
of authority, and w'hat is more important, reliability. Ginning 
factories and presses do provide such weighing machines hut 
they Jire beyond the control of the peasantry. 

Ufioofitrolled Bargains. 

The villager is the least organiased in the lands under review. 
He is therefore unknown to the agents of the exporting iSmS 
which have their headquarters at Bombay and which enter itltn J 
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transactions with the local merchants, known as adatiyas, veparin, 
etc. In the Dhragandhra State, fill c'otton has to be sold to the 
State. The State insists on Dholera cotton only being grown by 
its peasantry. The system has its ow-n flisadvantages but in one 
respect the exporting films can have secure and certain business. 
The Morvi State stands guarantee tor all purchases and so the 
marketing of cotton in villages under its jurisdiction is more effi- 
cient. In some small States, the villagers' cotton and other 
produce are stocked by the authorities and auctioned off to the 
highest bidders, who may be in collusion with the licn’onue 
Officers. Sale through co-operative societies is unknown oven in 
progressive HarcKla, and even if it existed, the institutions would 
find it difiiciili to keeji independent elevators, recommended for 
adoption by Major K. E. (jordon at tlie instance of the North 
Western! Railway to the Agricultural Commission for adoption. 
Again the societies would be under the nec essity to engage agents 
who would auction off the stock to the highest bidders in llombay 
or at any othc^r port, say Okha. 

Scientific Auctioneering unkn^Dwn to us. 

The above c^nestion brings me to the consideration of another 
imixirtant issue in marketing. Auctioneering is practised on a 
large sc‘ale in onr country but few’ understand it m a special sub- 
ject. TTp to very recent times auctiemeering was done in Bombay 
by European firms but rec^ently intelligent Indians have taken to 
it and some have specialised in its art. I may here draw the 
attention of all concerned to study it as scientific business. 

Co-ordinatioii of Markets. 

Marketing by co-operation brings the ciuestion of co-ordination 
of markets to the forefront. This is specially necessary in the 
ease of fruits and vegetables. I fail to see why Poona figs can- 
not be sold in Gujarat and w^hy Surat vegetables cannot find 
marketing in Northern Gujarat and Kathiawad. No attempt 

F. 88 
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has been made by the public or by the Agricultural Depart- 
ments in this ccninection. In the case of certain kinds of 
fruits the storage difficulty is undoubtedly great but much of 
the scarcity and high cost of fruit in Gujarat and Kathiawad can 
be mitigated if producervS and consumers can be prevailed upon 
to take to intelligent marketing in these cominodities. I have 
seen vegetables at Surat cheap to the point of being almost free 
of cost. Tlie devedopnient of a co-ordinate marketing will be- 
come specially important if only we remember that subsistence 
crops in Northern Gujarat and Kathiawad will in course of time 
almost disappear. One should verj' much like to see local, district 
and central exchanges being establis}»ed for marketing of fruit, 
specially mangoes and vegetables. 


Advertising: Structure of Prices in Diagrams; intelligence 

Department. 

A good system of marketing stops waste, ]>rev(uits a bad 
geographical distribution of commcxlilies and avoids economic loss 
to the consuming j>ublic. Efficient stamping and grading, 
slandardizati-on of 'quality and of weights and measures, a high 
degree of commercial ethics and a good diffusion of education in 
the public, are the foremast conditions of good marketing. We 
have discuissed some of thcvse features in Gujarat and Kathiawad 
in the above pages but the discussion was mainly narrowed down 
to agricultural i)roduee. Here I take up the marketing of one 
very important (commercial produce of Gujarat. I refer to its 
textiles. The marketing of the textiles of Tk)nib(iy and Ahmeda- 
had is not as scientific as it ought to be. Bombay and Ahmedabad 
clothe not only the low^er-middle-classes of India^ — ^their textiles 
are exported to East Africa. How many of our textile firms run 
intelligent and well-informed agencies in those parts? Do they 
study the day-to-day and seasonal weather-reports of the plaoes, 
the habits and customs of their people and adapt i)roduction to 
their tastes? An intelligent producer not only adapts his plant 
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to the recj[iiii'emenls of his custoim^rs; lie (‘ven (Jf-ates tastes and 
thus gets increased and new opportunities for marketing. 
have not yet advanced from the stnge of rural economics, wliere 
peoi)le with small capitals indulged in laborious and astute bar- 
gaining, to the stage of large-scab* and highly organised economics. 
Marketing ability of a constriiftlive order is the first desideratum 
of sound international business. The captains of our textile 
industry never app(‘al to tbe jnirebasers of ibeir ])rodiU‘ts in their 
own vernaculars — Ix^ It Tamil, Teliigui, Cturmiikhi, Vrdu, Pushtu, 
or Bengali. Th(*y do not kei‘p to the same quality, the same 
branding, the saTiie description, the same weight. Textiles from 
Lancashire have now I)eeome Iiousi'liobI words even in illiterate 
India. Can we descrilx* our textiles in the same way? Our 
salesmen are drawn from ill-educated classes. Their visits 
to the places of their jurisdiction are the most ill-timed. They 
rarely understand tbe moo<ls of the })ur(‘basers. The human 
facitor is lacking in their efforts, while advertising is a study in 
j)syehology — I b fact advertising is scarcely practiscHl. They 
never know that the good advertiser builds up a demand, which 
the salesman afterwards crystallizes. Ltisily, the i»riee-stnicture 
is never diagrainmatically deseribc*d in our pajvers. 

Conceittration of Markets. 

I ventured to offer a few observations on rural or urban 
marketing in some j>arts of the Bombay Pr(*sideney in the fore- 
going pages. I shall close this Paper after suggesting one im- 
portant reform in the methods of marketing in Bombay, the 
political and also the commercial capital of Western India. I 
suggest that Bombay should have its markets and exchanges in 
the same i)lace. I describe this reform as concentration of 
markets. 

To-day deliveries in cotton take place at the Cotton-Green. 
Hedge-contracts are often made in the Marw^ari Bassar, the 
Indian quarter. The administrative work of the offices, viz., the 
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chief exi)orting firms, is done in the Fort. These places are far 
removed from one another. This occasions the maintenance of 
duplicate and even triple establishments. Besides, it results in 
so much loss of time and energy. The markets for sugar, grain 
and spices are centred round what is known as the Mandvi Barnr, 
but the administrative work of the offices, with which the Indian 
merchants are always in communication, is done, as in all other 
forms of business, in the Fort. The markets for piece-goods, 
hosiery, pearls, diamonds, gold, silver, etc., are also divided 
between the Indian quarter and the Fort. I know several 
merchants maintaining separate establishments at these far-off 
centres, to be able to be in touch with these two ptiris of the same 
market. Now the markets for stocks and shares and for freights 
and insurance are fortunately located in the Fort. Can't we ask 
for a concentration of all markets in the most comfortable part 
of the city — namely, the Fort? Can’t we j^ress for another re- 
form? — the reform about the time for attendance, leave, etc. 
The Indian quarters never close on Sundays or Saturdays. They 
keep business open from 9 a.ni. to S p.m. And still the market- 
ing efficiency of the Shaikh Memon and Abdul Ilahuian Streets 
is not half as efficient as that of the Fort. In London the 
Lloyds and the Baltic Exchange, which is regarded as the centre 
of the freight market of the world, are close to each other. The 
same practice obtains at Hamburg, 

Concentrated markets would enable members to meet together, 
to discuss matters of mutual interest, and to market more effective- 
ly than by telephone or through menial service. They can also 
study the reports of arrivals and departures of ships, etc. 
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SUMMARY 

Otirtain details an* ^iven in this aiiidcs of niaikeding of 
village produce in the Mahlxmhnafrar and Nizainahad Districts of 
Hyderabad State, a.s collected during investigations held there 
by the writer during the last hot weather. Government aid in 
three directions appears to be urgently called for: firstly, in start- 
ing and running co-operative sale swieties (engaged in advanc- 
ing money on the security of the next crop as well as in doing 
sale work for the raiyat with Government staff in a Subdivision 
as an experimental measure; secondly, in insisting upon the use 
of standard sots of weights and measures (supplied to each village 
by Government) — in the area within a Subdivision, once again 
as an experimental measure (and in addition, putting up weigh- 
bridges at important centres where the villagers and the buying 
agents of firms meet) ; and, thirdly, in encouraging the forma- 
tion of joint-stock companies for the pur|mse of running regular 
services of motor buses and lorries with Government assistance, 
somewhat on the lines of the facilities granted to railways. 
In this connection, the wwk done by the Indian Central Cotton 
Committee should prove very stiggestive. 

The absence of the system of commission on sale of produce 
to the merchants in the villages of TTyyalwada and Kotharmur 
is significant; it shows that where there is keen competition as 
among the buying merchants, the raiyat is much better off than 
in other places where he appears to be more or less subject to 
a buyers’ monopoly. ^ 
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I 

Th(» only kind of indebtedness found in Gopalpnr village is 
that iiu‘urred by the agTienltiirists for Tniscellaiieoiis purposes 
(idiiefly for seed, buying bulloeks, provisions for consumption). 
These d(*bts generally begin to be made 8-4 months after the 
harvest. In the majority of cases, the debts are not d eared up 
year after year, but continue year to year, the agriculturist borrow- 
er ])aying in something every harvest season and borrowing again 
during Uie 0-8 months ])rec<?<ling the next crop. The total debt 
of (bjiailpiir is Rs. 3,045. The debtors being 10 in number (19 
otliei’ families are debt-free), ibe average de}>t per indebted family 
works at Rs. 100-4 nearly. 

The terms on which ilu'se debts are incurred in Gopalpnr 
vary belween Rs. 1-4 and Rs. 2 ])er month (fraction of a month 
being counted as one month) for Rs. 100 principal, plus 10 per 
cent of the sale-proceeds of the harvest, deducted by the money- 
lender. Every loan, without exception, is given on condition that 
the borrower delivers all the crop he can spare (Ihe money-lender 
being the judge; when the crop is actually threshed, the money- 
lender or his ageUt is generally on the s})ot in the village and 
arranges to carry off the produce straight away to his own place) 
to the sowcar, and it is the sowear’s privilege to sell the crop 
at any time convenient to himself and credit the sale-proceeds 
to the account of tlie respective Imrrower at a rate fixed by him- 
self. And in all cases examined, it was found that the merchaiit- 
inoney-londers credited to the borrowers’ accounts 10 per cent 
less than the harvest market rate in the -lender’s place< 

Two items have to be taken note of in determining the real 
interest borne by the borrower. As all harvested crops are 
measured (and not weighed) it happens that when such crops 
are remeasured in the merchant’s shop some time afterwards, 
there is a decrease (in weight also there would be a decrease? 
but not so wide, on account of escape of moisture from the grain 

or oilseed or pulse) ; secondly, the sowcar bears the charge of 
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conveying tlie crop to his own place. In actuality, these items 
do not amount to inucli, because the sowcar usually takes care 
to insist upon additional amounts of the crop being made over 
to him for every IbO seers, in order to cover the later decrease 
in quantity. Siu'ondly, the haivest time l)eing fair weather (and 
the country being plain), tlu' (a>st of transhii)plng the i)roduce 
does not inouiil high. Careful calculation shows that the borrower- 
laiyat pays l/etween and per cent (2 per cent being de- 

ducted to cover the items mentioned above). 

Strictly speaking, the annual ])crcentage should work much 
higher, the (‘Oinmission charged being interest charged leally, 
on loans ranging in duration between 1 and 9 months in different 
cases. But, for th(» sake of convenience' of calculation — the 
period of the loan ditVeiing in each case, it would be impossible 
to determiiK' the annual rate unless in each individual case — the 
conimissiou perccudage is (-onstrued in tlu‘se investigations as 
for one year. So it is really for one agricultural season mon* 
or l(‘ss. 

Practically all the produee is sold by the debt-free rai>ats 
at Devarkadra, nearly- miles off. No one holds up his crop witlj 
a view to secure higher prices later on, and ev-en in the case (»f 
debt-free raiyats the rates th(»y get from merchants are lowc'r 
than the market rate at the harvest time by- 2-8 per (?ent. 


t’fopsi of Mu* village 

Tlarvest prire realised by 

Present prices in 

debt-free villagers 

Hyderabad City 

}^a<hly 

Rs. 12-8 a k u d u (100- 
measiire seers). 

Us. 18 — 25 per palla of 
rice (paddy not !)eing 
sold). 

Til 

„ dO— BSakudn. 

„ 24 “ 36 a palla. 

•fawari 

„ 12 14 

„ 11-14-8 „ 


Note.-’ln t/hc' Hydorabaf] City Market the proval^?nt system of weights 
is : H. G. 80 tolas ~ I seer. 

120 seers =; 1 palla. 

Asa set of weights was not taken for the purpose of the investigations in 
these villageB, it was not possible to definitely find the relation between the 
local nreastire seers and the Hyderabad City seer by weight. 
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II 

Out of the 85 householders in Gollapalle village (Mahboolv 
nagar District), 8 are debt-free and the debts of tlie other 27 
families amount io Rs. 4, (>80, the average debt per indebted 
family working at Rs. 173-2 nearly. 

The loans are all from local sowcars living at Muktlial. All 
the loans are on crop security; even the labourer promising to 
the sowcar that he would pay back when he saved more wages 
at the next harvest season. The interest charged varies from 
Ite. 1 to Rs. 2 per month ])lu8 Re. 1 commission deducted by the 
sowcar when crediting the Iwrrower with the proceeds of the 
sale of his crop; for every 200 seers of paddy, the (ommission 
being proportionate in value in the case of other crops. After 
allowing due deductions, the real rate of interest charged by 
sow(‘ar8 for these crop-security debts varies between 13J plus 
0 = 19^ per cent and 24 plus (> = 30 per ctmt. In this village, the 
practice is for the raiyats to bear tin* cost of conveying the corn 
they make over to the sowcar, to Muktlial ; and this, if anything, 
adds to the burden. 

Iiocal measurements are as follows: — 

200-measure seers kudu. 

20 kudus =1 khundi. 

Muktlial is the market where the debt-free raiyats sell their 
crops. No one holds up his stock with a view to get a higher 
price. 


t^rops 

I.Wial harvfftt price renliserl 
by the raiyats 

prims 


Us. 17 — 20 por ku hi 

lls. 18 —25 a pftlli . 

Jawari 

,* 15 17 

11-1*8 „ 

Hajra ,** 

,, 22 - 24 

„ 18-16 

Til 

„ BO -40 

.,94 - 36 „ 


{Thi‘ villagt? ba<l a very poor crop of Jawari«) 
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III 

111 Uyyalwiwla villa<]fp (MahlK)f>l)naoar IMstrict), out of <S0 
familiew 61 are debt-froo (when' a fninily’s total due to others 
works at less than K>s. 2, it is considered in these invest i gat ions 
as debt-free; for, such sniall sums bear no interest, are not based 
on any particular 8e(uirity). IH faniili(*s owe debts secured by 
the next crop, and one a land-mortgaire debt. The total indebted- 
ness secured by the next ciop is Its. 2,880, and the average debt 
for the 18 indebted faiuilies works at Rs. 2,880-f 18=.:Rs. 157- 
3-0 nearly. Tlu' rate of interest charged ranges between Its. 1- 
2 per month and Its. 2-2 per month for Rs. 100 ; that is, it works 
at between 18^ and 2b 1 per cent per annum. No raiifat in thift 
villngp pays anything extra in the shape of commission charged 
by the cimditor-fnerchants for selling the produce. The explana- 
tion seems t-o be that Uyyalwada is, though distant from Jcubdierla, 
on the high road from the castor-seed area to the expoiting centre 
(Jedcdierla) , and nierchant.s compete very keenly among them- 
selves in order t<v get at supplies of castor seed. 

The few better-to-do raiyats themselves ( onvey their prcMluce 
(specially castor seed) to Jedcherla and sell diretd to tlie agents 
of Bombay merchants stationed there. The other debt-free raiyats 
sell at Nagar Karnul, while the produce of the indebted is measur- 
ed out for the merchant on the raiyat's own field, immediately 
the produce is ready for packing in bags. 

m. 

Generally speaking, there are two sets of merchants between 
the actual growers and the Bombay agents at Tedcheida, one set 
consisting of middlemen at ISfagar Kamul and surrounding vill- 
ages, the other set carrying on their operations at Jedcherla; so 
that , counting the Bombay agents at Jedcherla as one of the 
sets of middlemen (in this case they happen to he salaried or 
commissioned middlemen) , the nxnnher of middlemen between the 
actual grower of castor seed and the foreign wholesaler who buys 
from Bombay, is 4 at least; it must be in actual practice more, 
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as the Bombay firms buy caistor seed not always for direct or 
immediate exjK>rt to other countries. 

IjckuiI measurements are as follows: — 
fK)0-measure seers =1 piitti. 


Crop 

Harvest price realised by 
debt -free raiyats 

Present Hyderabad 
price 

Padtiy ... 

Its. ^K) per putti. 

Ks. 

18—25 a palla 

Castor seed ... 

„ 120 

♦1 

14 

Jawari 

„ 86-90 „ 


00 

1 


Practically all the raiyats sell oft' their crop at harvest time, 
their means being too stiaiieiied to admit of safeJy preserving 
the produce and withstanding tbe teuiptution of handling jingling 
silver. 

Tlie average annual b(K>king of castor seed from Jedcherla 
Raihvay Stat ion (on tlic' Secunclerabad-Drcjiiachalani Riiilway ) 
is estimated at about 8 lakhs of bags, that is, about (>25,000 
maunds. 

The road from Jedclierla to Nagar Karniil is not even so good 
as the one from fledche^rla to Kalwakurthy, even though the castor 
ti'affic on the foiiner is much too important to be ignored. At 
least in 10 places tbe road descends into tleclivities along which 
currents of water pass even with little rain. It is true that most 
of these currents are short-lived. Yet, in a business like castcw- 
seed trade, the delay of a day or two might make all the differencie 
Ixdween profit and loss to the seller. What actually happens at ** 
Jedcherla is this. Daily, sometimes by wire more than once a 
day, the Bombay agents get rate from Bombay, and it is thas© 
that determine at what pric(»s they should buy. There is com- 
petition as among the Blombay figents, and so, anything like a 
comer in castor seed is impossible. On the quotations given 
by the Bombay agents the local Iwmtift at Jedcherla formnlafe 
their rates of purchase, and the small merchant (or once ill » 
way, w(dl-to>do raiyats) who brings castor seed from the interior 
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to Jedcherla, has little notion as to the exact rate at which he 
would have to sell at Jedcherla.. In spite of iiiotor-hiises ply- 
ing between Jedcherla and Nagar Kamul, and the Ilydi^rabad 
Postal Department maintaining rnnner.s for the carriage of mails 
still the absence of the Postal Telegraph Office and a British 
Post Office which could undertake direct despatches and direct 
deliveries of telegi*ams, letters, parcels, et<*. (in the absence of 
postal reciprocity between Ifyderabad and British India), seiioiis* 
ly hampers the dcvelojnncnt of trade in this tract. 

On the other hand, tlie (\stablishment of an Out Agency at 
Nalgonda by the N. O. S. IWilwav for bfKvking j>arcels jind goods, 
further takes away from the pros]>ects of JiMlcherla as a trade 
centre. Much of the trade now ffi)<*king to Jcdclicjla would natural- 
ly go to Nalgouda, a much nearer place from which the N. G. 
R. Railway takes the rcs}M)nsibility for t raiisliijyping booked 
articles. 

lY 

Of the fK) families of Kurumida (Mahlmobnagar Distritt), 
41 are debt-free; and the debts of the remain iug 41) amount to 
Rs. 8,785, yielding an average of R.s. nearly per indebted 

family. The debts range between Bs. 1.4(K) in on<' case, 
Rs. 1,(KK> each in two cases, and Rs. 15 in a fourth case. All this 
debt is covered by the next crop — the debtor promising to deliver 
to the creditor all his produce (except for the first 8-4 months’ 

consumption needs of his own household) for the piiqiase of 

being sold by the merchant and crediting the i>roceeds to the 

concerned raiyat’s account. The laiyats willingly and readily 

comply with this condition at the harvest time simply beeans*? 
they are confident that whenever during the year following the 
harvest they are in need of any money [money is generally need- 
ed for (i) buying bullocks, (ii) biiying agricultural implements 
or manure-— done in very few cases, (iii) litigation — this item 
is also fortunately very rare in the districts inspected, (iv) pay- 
ing liand Revenue Assessment— the merchant-creditor pay^s the 



570 


S. KESAVA lYBNGAK 


a.sse*ssmeiit of the debtor in a high percentage of caj^es, and (v) 
religious and social functions like marriages, obsequies, etc,], 
they can always rely on the merchants accommodating them with 
funds. If the raiyats need grain for seed or for consumption, 
they can readily get that also without any necessity to pay for 
it immediately. In fa.ct, the sowcar class does provide, general- 
ly speaking, many facilities which no Co-operative Society, nor 
the Eevenue Department in shape of Taqa.vi, can ptxssibly provide. 
It is no wonder that in most cases the raiyats feel it a pride and 
acclaim the fact of their being clients to this or that merchant, 
and they vei*y warmly feel that loyalty to their respective sowears 
is the fundamental condition for the continuance of the ** bene- 
fits the sowears bestow upon them. This appears to be the 
reason for the bulk of the cultivators not liking io hear about 
Co-operative Societies. One raiyat observtxl seriously at Kuriimi- 
da; The sowcar, Sir, admits his responsibility, in theory 
and in practice, to help us in difficulties, to permit default in 
bad seasons, to delay collections in view of epidemics, etc., in 
short he enables us to live peaceably. There is not a single 
case that we know of where the sowcar saw a client of his in 
jail. On the other hand, if we should bnrrow from (Tovemment 
or from, a Co-operative Society, any single mistake, any default 
however justified by circumstances, all our i)roperties are direct- 
ly attached, and we are lost.” 

The following quotation from Mr. GaiTatt, a retired T.(>.S* 
Officer, echoes this same argument in very similar words: ”The 
Co-operative Societies flourish because they have the power to 
distrain, which is denied to the hania, and the debtors frequent- 
ly have to appeal to the latter at the last .moment. Too often, 
the new society ivS but the old hania writ large.” 

The general rate of interest ranges between lU?. 1 and Be. 2 
])er month in money plus Rs. 5 commission for the sale of every 
piitti (800 seers) of dhan (paddy). Putting the harvest price of a 
putti at Bs. 50, the commission works at lOt per cent, The 
nett charge after deducting 2 per cent for the merchant’s work^ 
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mg expenses, etc., works at H per eent in the sJiape of eomniission, 
and thus the total real interest (rharj^e ranf^es between 20 and 
33 per cent. 

liOcal measurenieiits are : — 

20-ineasiire seei-s f^hade. 

40 pfhades* 1 pritti. 

The debt-free raiyats sell their irrodiKe at Kalwakiirthy. 


Crops 

Harvest price secured 
by debt- free raiyats 

Present Hyderabad 
price 

Faddy 

Uh. fiO per putti. 

Rs. 18—26 a palla. 

Castor seed ... 

100 

„ 14 

Jaggery 

fiO 

1 

o 

Til 

„ . 25 for 144 seers. 

24-36 


V 

Tn Ivothanmir villa.^^e (Ni/aniabad Distriel ) , 15 families have 
no debts, and the iota! del)t of 40 families woiks at lls. 2,465, 
the averag’e debt p(»r indebted family working* at Its. 50-5 nearly. 

The interest charged is ^r<*^icrally between lU*. 1 and Its. 1-4 
])er month, no commission heiny alio iced to merchants on sale 
of hnrrest (except of course the usual additions in order to make 
up for later decrease in quant ity, etc). This absence of commis- 
vsion is probably d\ie to the businesslike^ temperanjent of the 
people who take model from the weavinn- families. It is also 
noteworthy that the avorap^e debt j)or indebted family is particular- 
ly low here. 

The debt-free raiyats sell their ])r<Mluce at Armoor, merchants 
of which place sell paddy to Nizamahad rice-mills. 

The Dichpalle-Nirmal road is now being* much improved. 

liocal moasiireincnts are : — 

5|-measiire seers -1 paili. 

l6 pailis =1 maund, 

20 maiinds =1 khundi. 
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0 Harvest price secured by Present) Hyderabad 

the debt-free raiyats price 

Paddy ... ... Hs, 10 a palla. Rice Rs. 18—25 a palla. 

Jawari ... ... „ 12 „ „ 11-14-8 ,, 

Til „ 14-16 „ ,, 24—36 „ 

All the (‘I'Dps are measured iji CTOvtunmeiit sealed st?er«. 
But this admits of the use of other measures “ as gotKl/’ and of 
a good deal of irregulaiity — how much a measure holds largely 
depending u}K) 1 i the will, skill and the physical prowess of the 
measurer. 


VI 

In Nasarullabad village (Xizamabad District), 12 families 
have no debts, and the indebtedness of the other 2J1 families 
amounts to Ils. 8,880, working at an average of Rs. nearly 

per indebted family. The oppression by the creditor-merchantR 
is especially heavy here. The monthly rate of interest is between 
Rs. 1-2 and Rs, 1-4, but the commission which the merchants 
add to this amounts to between 88 and 50 per (*ent, making the 
real interest go so high fis between 4(»| and 05 per cent. 

The sowcars of this village all reside in Bamandeopalli and 
Mirzapur. 

The road from Bodhen to Baswada is being improved. 

Tiocal measure are; — 

4 measures =1 paili. 

lf> pailis —1 maiind. 

20 niaunds -1 khundi. 

Debt-free raiyats sell their produce at Bamandeopalli and 
Mirzapur. 

Many sell at harvest time for paying Ivand Revenue Afl»es«- 
ment while the majority sell because they must.’’ In general, 
they do not keep more than one month’s grain out of their harvest 
for the consumption of their households. 
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In LakHhmapur village (Nizamabad District), T tuinilies have 
no debts, and th<^ indebttMbuvss of iiie other 24 families amonnts 

to Rs. 3,570, giving* an average of Its. 14xS-12 per indebted 

family. 

The real rate of interest works out astonishingly low here, 
eBpecially in vi(»w of llie tact that all these loans are er<yp-security 
loans, and all from sowcars {hnmiix and ranf/nres) of Yallareddy, 
Kalyani and Lingainjjet. Th(‘ normal rate is between 12 aa. and 
lie. 1 per month, that is, between 9 and 12 per cent i»liis com- 
mission on sale ranging between 3 and 5 ]>er cent; total between 
12 and 17 per C(‘nt. In 3 (*ases the real rate of interest works at 

11 per cent. One of the villagers, the Uatwari clerk, asked in 

what way co-operative* loans on lande<1 security at 12 p(*r cent 
interest, with unlimited liability and various olbt'r i)racticaJ 
dilficulti«*s were preferable lo the .sowear loans Ibey were getting. 

The road from Kainareddy to Yt'Dare^ldy is just improved. 

Iax*al measures are: — 

seers ^1 paili. 

1(» pail is “1 mau nd. 

20 inaunds "1 khundi. 

(for weig'liing jaggery) 

84 tolas - 1 seer. 

12 seers “J maund. 

20 niaunds ~ 1 khundi. 


Cropfi 

Harvest price realised by 
debt-free raiyats 

Presont Hyderabad 
price 


... Rs. 120 a khundi. 

Bice Ra. 18—25 a palla. 

Til ... 

... ,, 320 

24- B6 „ 

Jawari 

„ 100 

„ 11-14-8 „ 

Jaggery 


„ 80- ao „ 
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In Patharajampet village (Nizainabad Div«itrict), there is only 
one debt4Tee family. 17 familievs owe a debt of lis. 4,545, giving 
an average of Rs. 267-5-8 per indebted family. 

The rate of interest ranges between 10 as, and 12 as, a month 
plus 10 per cent commission on sale of produce, totalling up to 
between 17J and 22 per cent. 

Ijocal measures for grain are : — 

4 seers ™1 paili. 

9 pailis =1 maund. 

8 maiinds “1 pal la . 

20 raa-unds =1 khuudi. 

(local weights for jaggery) 


84 tolas 
12 seers 
20 maunds 


— 1 seer. 

“1 mauiul. 
“1 khundi. 


Practically all the produce is sold to Chinnainallareddy sow’^- 
cars w^ho are tlie money-lenders of Ibis village. No one ktn^ps 
the crop for some time in order to try for a higher price. 


Crops 

Harvest price secured by 

I’reaonli Hyderabad 

the debt- free raiyat 


Paddy 

Rs. 80 per khundi. 

Rioe Rb. 18-26 a palla. 

Jaggery 

fj 80 ,, 

„ 2f»-ao _ 


IX 

It must be said at the outset that observations which follow 
strictly apply to the two districts which were visited ; sonie 0^ 
the observations might possibly apply to Other districts in the 
State, but no such application is intended. 
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The real rate ol interest l>orne by the raiyats is an iiniK)s- 
sible rate, and any selieine of rural reconstruction would have 
to give the first place to the necessity for immediately reducing 
this rate. Co-operative Sale Societies may be organised, in 
stvlccted areas to begin with as an experiment, and arrangements 
made to a^lvance mom^y to raiyats in the agricultural season on 
adeqiutte surety (personal security ol otlier credit-worthy raiyats 
in the village), charging not more than 0-13-4 per month 

per 100 rupees. In the selected area, a Special Otftcer may be 
dejmted to do this work of organization and finance, with an 
adequate amount of si a If and money at his disposal. If the area 
sliould be a Subdivision, the amount rt>qiiired for such advances 
would be about lOOx 3 x 4,000- 12,00, (KX) rupees. If the 
Sjiecial Ofbcer has at bis disposal Its. (>0,(HX), be sliould be able 
to force down the suwcars tp his own terms: so wears would not 
leave off their job provided ihey were not put to ]M>sitive loss. 
The Special OfHctu* would havt' to be givtm at least 3 years- time 
to show resiilis, all provision being made for audit of accounts. 
The loans should made payalde direct to the bovrower by the 
Central Bank, the authority for the payment being issued by the 
Sjiecial Offiier. l^lvery iKirrower would automatically become a 
member — his share instalment for the first year being deducted out 
of the loan, it being obligatory on every member to deliver to the 
Co-operative Sale vSociety all his produce intended for sale. The 
selling price in the Society should be determined by reference to 
wholesale rates pievalent in suitable centres where the Subdivision 
Sale Society should maintain its agent. The Special Officer should 
concentrate primarily ujx>n villages far away from trade (*.entres 
and trade routes. The Special Officer would have to confine him- 
self strictly to assisting positively good cases, full precaution being 
t^ken to secure good cover for loans. 

One uniform system of weights — ^the one prevalent in the 
Hyderabad City market (80 B.C. tolas=^l seer, and 120 seers- 
1 palla)— -must be enforced throughout the Ilominions. This 
reform, would save for the small raiyat a tangible bit of his income 
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of which ho is being deprived on account of the merchants using 
jueasiueH and on account of each village or set of villages having 
its own standard for a seer ” or a maund or a khundi.*^ 
The confusing variations in local ineasureinentB disable the raiyat 
to compart' ratt's obtaining in bis own village and elsewhere. To 
fatulitate o])servati<)n of the prest'ribed standard, it is advisable 
that, at least in a Subdivision to begin wdth, Governnient may 
supply to tbo Police I^atel of every village in the area, a set of 
weights and a balance capable of weigliiiig pallas and fra.<*tion8 
thereof with instructions that such weights and balance should 
be made available frtu’i of charge to any of the raiyats in the 
village. Further investigations may be held with a vit'w^ to find 
out the practicability and utility of Oovemment granting moiio- 
[ioly rights to joint-stock companies over stipulated areas, for the 
purpose of running bus and lorry services regularly along ihe 
wads in tlu* area, Goveimnent olfV'ring certain facilitic's in the 
shape of giving all mail carriage contrjK*ts along roads to such 
companies, the latter binding themselves to be regulated l)y 
G-overnment in rt^gard to matters lik<' rates, inspection of buses 
and lorries, etc. The present iwdicy of extending icdc'pbone 
sei’vic'o to the interior is highly desirable, and further extensions 
(with stations in villages along the roads, levying special low 
rates for harm fide agriculturists) would tangibly add to the 
earnings of raiyats. Trade centres in Hyderabad State, dealing 
in crops which are exported in barge tpiantities to and from 
Bombay, may be given a Postal Telegra]>h Offit^e each, lijiilway 
Telegraphic connections like the one at Jedcherlu, do not prove 
of efficient service to business. 
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SUMMARY 


It is essrntiMl that arfir-los named as wealili slumld ])e easily 
marketal>le and shcnild possess an excdiani’i* value. To find out 
where those places are and who are hadly in neefl ot those articdes 
is what is known as findiug out or oprnin!/ <mf a new niarket. 

Two tilings are, therefore, essential : first, that the ohjet^ts of 
(Mir natural desire availahle to our enjoyment should first he 
produced, and, .se(‘ondly, that they should he distrihuted. It is 
in thivS i>]ocess that market ing* assumes the gTeat(‘st iin])ortauee. 

It is the duty of tlie merchant tlierefore to find out where 
certain articles are ohtaiuahle in large (piantity and at a low 
j)rice; and at the same time to ascertain where their supiilies are 
deficient and (‘an he sold at a high i)rice. 

It is nec'essary that in a well-organised eoneern theTe should 
be employed as many persons for the jMirpose of marketing as in 
the so-eall(ul ])roductive process and an effieient organisation of 
such men, who are called salesmen, is an essential factor in the 
development of an industry. 

Every manufacturing country has a targe numhei’ of inercliant 
houses, whose chief duty is that of the directing agem^v of inanii- 
faetured goods for tl»e foreign market. The great menTiaiit houses 
of today, to a great extent, are agency houses, and it is doubtful 
wliether, in the present-day international competition, this 
merchanting system can hold its own. Nowadays it is usual to 
find in any of the Indian markets, Salesmen from Germany, the 
United States and Japan, come to push the sales of their produc- 
tions, which were once the monopoly of the United Kingdom and 
4 57T 
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in the ease of certain articles, manufactures of India. In order 
to meet this competition, marketing as . a science has yet to be 
developed to a great extent in India. 

TJite above sui^ey applies to manufactured articles, but thea^e 
are certain raw materials like cotton, coal, iron, etc., in which 
marketing was conducted through middlemen in old days but which 
have now (?ome to be marketed through exchanges. I shall quote the 
instance of cotton crop. Cotton is now sold through the medium 
of exchanges. In the earlier stage of the cotton industry wealthy 
merchants began to act as middlemen between tlie planters and the 
spinners, who honglit tlie crop when prices were favourable, and 
sold when prices were in their favour. Since the introduction 
of these cotton exchanges and the purchase of cotton on options 
or futures/^ a good turn-over has been the result. 

It is as veil to notice whether this system could not be ex- 
tended to other agricultural produce as well in India. The Boyal 
Commission on Agriculture has dealt with the question of market- 
ing, and this subject deserves the greatest attention not only of 
students of Economics, but of our public men and of the Govern- 
ment. 

One thing that deserves attention not only for the better and 
freer exchange of agricultural produce, but also to ward off famine, 
is to find out }>ett:^r means of transporting food-grains from one 
pari of the country to anotlier. Tlie Boyal CommissioncT's are of 
opinion that the marketing conditions in India for the agricultural 
produce are defective and where they exist are not on modern 
lines. 

There should not only be provision for regulated markets, but 
there should be improvement in communications also. The 
producer of agricultural articles mtist be freed from the irouhle 
of marketing. The cultivator should be assured of a real 
security of tenure. A sound policy for the improvement of 
agriculture to the benefit of all connected with land must consist 
of credit facilities, orgjinised marketing and security of tenure. 
The problem of marketing without setting up Central Siiflling 
Organisations hv means of Co-operative credit facilities is not 
easy of solution. With better means of tran8po^t^ and selling 
facilities and security of tenure, cost of production will be reduced 
with the ultimate advantage of lessening the price of nsaterillls 
to the consumers, ' 
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It is a well-known dictuiii in Eronoinicft that useful commodi- 
ties are not always wealth. Air and water are most useful to 
human hut when they can be obtiiined in abundance, they 

have no exchang-e value; and people could hardly exist unless they 
were extremely chea]). Therefore, it is asseritial that the articles 
so named as wealth should l)e easily marketalde and should 
possess an exchaiifre value. In ])laces where any articles of food 
can he obtained in abundance or can be produced W'ith little effoH, 
in (|uantities far beycmd the need of there they become 

low’-]uiced unless they can he seiii away to those places where they 
are needed. To find out wliere those places are or who are those 
badly in need of those articles, is wdiat is known as fiiiflinf/ otU or 
opf^nif}// out a new inai kel ; and w hen such a new demand is 
('rented, it is known in niei“(‘auiile ]>arlan(‘e, as conferring a new 
value on the articles. 

IMPOETANdE OF MARKETING 

To satisfy such a in^w demand the articb' has to be |>roduced 
in abundance. Tlie science of Economics is (hr Srirncr of the 
Ended rotir to satisfy Hanuin wantd' Want and its satisf fiction 
is the basis on which we carry on the investigation. Not only 
produetion, but also a field of at least equal importance which is 
also part of prodvudion, rh., marketing,, transport, distribution, 
retail selling, etc., — needs our clo.se scrutiny. Two things are 
therefore essential, first that the objects of our natural desire 
available to our enjoyment should first he produced, and secondly, 
that they should be disirihuled , It is in this second process, which 
is as essential as the fivsi, that marketing assumes the greatest 
importance. 


SEARCH FOR THE MARKET 

In this process of iiroduction and distribution intelligence 
X>iays a great part. It is he who by greater intelligence produces 
a useful artide more easily and economically than others, that 
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become rich. But it is not enough if he ijroduees them, he should 
also find means to distribute them to advantage. He must 
acquire not only an intimate knowledge of the local market, but 
also of the foreign. It is the duty of the merchant therefore to 
find out where certain articles are obtainable in large (quantity 
and at a low ju ice ; and at the same time to ascertain where their 
supplies are deficient and can be sold at a hig'li price. He, there- 
fore, buys them in the cheapest market and sells them in the 
dearest and makes a profit by the transaction. The intelligence 
and shrewdness of the merchant is essential not only for jiroducing 
commodities easily and rapidly, but also for distributing them by 
an economical method of marketing. 


SALESMANSHIP 

Economic progress has been achieved at least as much by 
developments in marketing, transpoiiing, etc., ns by changes in a 
fa(*tory house or on the farmyard. It is necessary that in a well- 
organised concern there should l>e employed as many persons for 
the purpose of marketing as in the so-called productive jiroe^jss and 
an efficient organifintion of such men, who are called Salesmen, is 
an essential factor in the development of an industry . There are 
certain classes of goods wdiich can be easily marketed as there 
is a steady and continuous demand for them, and it is always safe 
to make them for stock; biit there are others which are not so 
readily saleable either because of their l>eing new production whic'h 
has to c^ompete with those commodities which are wrfl-known 
already in the market, although they are in every respect equal 
in quality, or because the demand for such articles is dormant 
and has to be created. 


MERCHANT HOUSES 

This question of marketing is assuming greater and greater 
importance owung to the keen competition that exists in the 
businewss world at the present time. There was a time when certain 
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elassevs of articles, siuh as cotton goods, hardware and retail 
articles in almost all trades found a ready sale, and under these 
(‘onditions a cdass of s]>eciulised iner(*Jiants grew U|), wlio twted 
as intermediaries or middlemen hetween the manufacturers in one 
country where Ihe aiticles were produced, and the markets for which 
the goods were ultimately destined. In this wray in every 
manufacturing coiuitry a large number of mendiant houses came 
into existence, whose cliief duty was that of the directing agency 
of manufactured goods for the foreign markets. In fact the gTeat 
mercliant houses of today are to a very great extent agency houses, 
])iit it is doubtful wlielher in the present day international competi- 
lion by the more econorn ic method of production and organised 
markeling lyv quoting veiv finely, this merchanting system will 
hold its own. Nowadays it is Uvsual to find in any of the Indian 
markets, Salesmen from (lermany, the Ilnited States and Japan, 
who ('ome to ])ush directly the sales of certain manufactured goods, 
wdiich were once the monopoly of the United Kingdom or are 
being produced in India at the present time. This keen comj)eti- 
tion is due not only to the K(*onomic method of mass production, 
luit also to new facilities for marketing by low'er cost of carriage 
and other incidental expenses, and by trying to bring the 
pioducers and consumers dirwtly into touch wuth one another. 
It is for this reason, that it has become necessary to pay keen 
attention to miuketing efficiency along w’ith productive efficiency. 
India is particularly trying to produce certain classes of manufao 
tured g()f)ds for w hich she is l>est fitted, but is often handicapped 
in introducing them ow’ing either to want of knowdedge in market- 
ing same, or owdng to the keen comjietition of the articles produced 
in more industrially advanced countries. 


OFFICIAL EXCHANGES 

The foregoing survey applies to manufactured articles, but 
them are certain raw^ materials like cotton, coal, iron, etc., in 
which marketing was conducted through middlemen in old days, 
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but have now come to be marketed throug^h Exchanges. I shall 
quote the instance of the movement of cotton crop. Cotton is now 
solid through the medium of Cotton Exchanges. There are Cotton 
Exchanges in various centres of the world now, notably in 
Liveii>ooI, New York, St. Orleans, Bremen, Havre and Bombay, 
to facilitate dealingvS in contracts based on the raw commodity. 
In the earlier stage of the cotton industry wealthy merchants began 
to act as middlemen between the planters and the spinners, who 
bought up the crop when prices were favourable, and held the 
same for future selling when prices were in their favour. 
This worked to the advantage of the spinner as it was not necessary 
for him to buy the whole of his future reqiiirements at once and 
carry large sto(‘ks. 

In order to minimise the risk, contracts are arranged which 
enable the spinner to buy cotton for delivery at some future time 
and at: a price fixed at the time of contracting. These contracts 
are called options or “ futures.’’ Since the introduction of 
thevse cotton exchanges and the purchases of cotton on ojjtions ” 
or futures ” the (quantity of bales represented by the contracts 
dealt in on the different Exchanges is estimated at many times 
the total crop production. 

MAEKET FOE AGEICTJLTUEAL PEODUCE 

While we are on the subject of a system of marketing raw 
materials say cotton, it is worth while considering the manner in 
whidx marketing of other agricultural produce in India is conducted 
and examine the question wliether the present system is adequate 
or is as efficient as those in existence in other parts of the world. 
The Eoyal Commission on Agriculture in India has dealt at length 
on this aspect of the question and their findings deserve the 
greatest attention not only by students of Economics of the present 
day but of our public men and of the Government. India in tlie 
past has suffered a great deal owing to famines, and famines play 
so important a part in the agricultural and industrial economy of 
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India. If a reviews of the more severe faminee which played 
such havoc in India for the past seventy years is taken, famines 
of 1861, 1869, 1876-78, and the more recent famines of 1907-08 
and the efltects of the droug’ht of 1918, it must be admitted that 
the effects of famines are not so severely felt at the present time 
owing* to better means of transporting food-grains from one part 
of the country to another. The severity is also mitigated to some 
extent by the attention which the Agricultural Depai'tment in 
India is giving to the imi)rovenient of the quality and quantity 
of the cultivators’ outturn. One fact which deserves the attention 
of the student of Economics is whether this outturn is from a 
larger area of land which has been brought under cultivation or 
from a more intensive cultivation of a given piece of land, and 
whether this outturn is from a larger variety of food-grains or 
mei'cliantable crops. The question for the economic student is to 
ascertain whether an acre rii?e, ragi or wheat is yielding today 
less or moie than it did ten years ago? A correct answer to this 
will give, an index of the agricultural prosperity of our masses. 
If the greater yield is from (commercial crops at the sacrifice of 
the much-needed annual requirements of f(K)d of its jjopulatioii, 
it cannot then be considered to be agriculturally sound. If, added 
to tJiis, the marketing system of the agricultural produce is 
defective, then the cultivator is unable to secure the best 
financial result for his outturn. The Eoyal Onnmissi oners are 
of the opinion that the marketing conditions in India for the agri- 
cultural products are dei‘ec*tive and wdiere they exist are not on 
modem lines. 

NEED FOE IMPEOVED MAEKETING 

Intimately coimecded wdth the agricultural regeneration is a 
great policy of organised marketing which will not only secure 
to the agricultural prodiu?er a higher price for his enterprise but 
to the consumer a cheaper and more ample supply of home- 
produced stuff. 

K41 
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Not only that there ijhould be provision for regulated markets, 
but also there should be improvement in communications. It is 
the improved method of transport facilities which tend to mitigate 
the severity of famines of the present day. It is essential to a 
policy of agricultural revival and development that there should 
be greater facilities for transport by means of our rural roads, 
bridges, ferries and inland waterways, and what the United States 
Department of Agriculture says in this connection is well worth 
our attention : 

“ Improved roads are not a luxury to be enjoyed if we have 
the means and put aside if we have not. The fact is 
that we lose more by not improving them than it costs 
to improve them ; so that we may say that we pay for 
improved roads whether we have them or not, and we 
pay less if we have them> than if we have not.** 

LINES OP IMPEOVEMENT 

The most essential thing therefore is to see that the main 
roads of the country are adeijuate. We want roads not from the 
point of view of x>leasure motoring, but from the point of view 
of agricultural and trade needs. It must l>e borne in mind, and it 
is also a factor on which the Royal Commissioners on Agriculture 
have laid stress, that for a revival of agriculture in India and the 
development of a great nation, wide organisation for the maketing 
of agricultural produce is very necessaiy. In order to achieve this, a 
regular system of collection of loads from individual farms must be 
organised. The producer of agricultural articles mugt be freed 
from the trouble of marketing. For this puipose there should not 
only be a complete organisation of selling arrangements, but there 
should also be a programme for the improvement of rural roads. 

There is yet another matter to which attention must be directed 
for the carrying out to success of the agricultural regeneration of 
the country. The cultivator should be assured of a real security 
of tenure ; otherwise, the saving derived from improved marketin#; 
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will go to the benefit of the landlord solely. A sound policy for 
the improvement of agriculture to the benefit of all connected with 
land must consist of credit facilities, organised marketing and 
security of tenure. Unless the cultivator can fee*! assured of the 
rewards of his skill and labour bestowed on the land, no far- 
reaching schemes of credit^^iud marketing facilities will be of any 
avail. AVith security of tenure a good cultivator will be encour- 
aged to deve'lop his land to the greatest possibilities, both as 
regards production of food and employment of labour. 

The problem of marketing without setting up Central Selling 
Orgrinisations by means of co-ox>erative credit facilities is not easy 
of solution. There should be an organisation set up in every 
district to contract wu'th the producer his output at a price bearing 
relationship to ihe prevailing retail price. It is only then that 
the producer c<an he relieved .of all responsibility of marketing ; 
it should be done by an agen(*y and the co-operative selling agency 
can perform this work better than any other intermediary. With 
marketing and credit facilities, better ineans of transx>ort and 
selling facilities and security of tenure, cost of production wull be 
reduced w'ith the ultimate advantage of lessening the price of 
materials to the consumer. 
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Bhupati B. Mukherjee, 

G\ B. B. College^ Mnzaffarpur 

SUMMARY 

llie marketing of Agricultural goods in India ivS extremely 
disorganised. The margin between wholesale and retail prices is 
very large. Several attempts to improve this state of things have 
failed. Success in this direction can be achieved only when 
marketing is converted into a community function. A plan of 
marketing Associations on Co-operative lines has been suggested 
and the formation of a Markets Bureau in charge of a Director 
of Markets has l>een advocated. 

The Times/* in its issue of the 17th duly, 1&22, remarked: 

The greatest weakness in agriciiltxire is on the business side 
of farming. The systems of marketing are lamentably defective 
as is shown by the wide margin between wholesale and retail 
prices. The producer does not receive sometimes more and occa- 
sionally less than half of what the consumer pays.** This is 
quite applicable to the agricultural conditions in India. Owing 
to the absence of an organised market, extreme poverty aud 
ignorance, the Indian peasant is being robbed of the fruits of his 
labour. In a large majority of cases, the cultivator is compelled 
to sell his crop immediately after the harvest in order to pay off 
his debts, which, in many cases, are liquidated by the surrender 
of a part of his produce. Bad roads and unregulated small hats or 
village markets all over the interior, stand in the way of the 
free play of the forces of competition bringing about an uni* 
formity of price in the same market. The prices are determined 
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not »(> much by demand and supply as by the necessity for money 
of the cultivator and the cleverness of the purchaser. The evils 
resulting from individual bargaining in the labour market are to 
be found in the marketing of agricultural produce in India. The 
wide margin between Avholesale and retail juices gives an idea 
of the middle-man’s piofit and also it throws a side-light on the 
defective system of marketing. T made a calculation of the 
middle-man’s jirofits over one r‘ommodity, viz., llice, in the Tirhut 
Division in 1921 and it amounted to about Rs. 88 lacs, while a 
study of Wheat ]>iic(*s in Bihar showed that one seer of wheat 
purchased by the middle-man from cultivator at Be. 0-1-3 is sold 
to the consumer as Attn at Re. 0-8-8, leaving a gross profit of 
2 annas i)er seer, or deducting the necessary cost of transport, 
weighing, milling, etc., the net profit of the middle-man amounts 
to Be. 0-1-8 j>er seer. Thus, the j)rodiicer gets only 88 per cent 
of the ])rice paid by the consumer, while the middle-man pockets 
an equal or larger share. 

This disorganisation of marketing in India is mainly due to 
the fact that the middle-man in addition to his legitimate duties 
functions also as the finamu'er of agricultural operations. Tliis 
gives the middle-man unlimited oppoid;unities to increase his 
profits by all sorts of questionable methods. In the Punjab, the 
landowner is indebted to the Ahriies (Commission Agents) of the 
Mandis (niarkels) and is comX)elled to bring his crops to him. 
Tlie Ahrfi buys cheap and further gains from interest on loan and 
from cominissions and other imjwsts charged on sales. Besides 
this, the producer has to pay for the Paledar, the Changar (who 
separates the dust from the grjiin), the Toldar (weighman) and 
also for the Laiigri (cook), the Bhisfi (water-carrier) and the 
Sweeper. In the MuzafFarpur District in the tobacco trade, the 
middle^man takes one bundle of tobacco leaves for every maund 
weighed as Ginti (coiinting charge), while he takes another bundle 
as Gangajali charge. He usually sits on a bundle of leaves when 
the weighing is done and this bundle too is taken by him as 
Bmthcd, A fufther evil is the use of a large variety of weights 
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in the interior which vary wide>ly from district to district and 
which stand in the way of the quotation of prices in retail trade 
over a lar^^e area. In North Bihar, the standard 80-tola weight 
is rarely used in the villages, and in many cases a peculiar 
22-//amZrt or 88-tola weight is used in grain trade, which results 
in 10 per cent loss to the seller. Attempts to improve the grad- 
ing of the commodities and to prevent adulteration have so far 
met with little success, except in some specialised commodities as 
lute and Cotton and Wheat in the Punjali. This lack of gi^tiding 
is mainly due to the ignorance of the cultivator and the absence 
of any control over the sales. 

The only method of improving this state of things is by the 
formation of Marketing Assooiations. Through this agency the 
community .as such performs its marketing function and what 
the individual tries to i^erform ineffectively is converted into a 
community function. Attempts have been made to start these 
organisations on a co-operative basis in various parts of the 
country with varying results. The Punjab has got a large num- 
ber of Commission Sale Shops in Ly allpur, while in Bombay 
Presidency there are over 30 Cotton Sale Societies at work. 
Bengal has recently taken up the organisation of Jute marketing 
on co-operative lines. Much progress does not appear to have 
been made in the co-operative marketing, of Rice, which is by 
far the most important crop. The difficulties of regulating the 
market of such a crop, which is so extensively grown and by 
p€M>ple who are so very weak financially, are indeed very great 
but any improvement of the conditions of marketing of this crop 
is bound to improve the economic c^ondition of a largo majority 
of the cultivators. 

The present method is to form a Sale Society composed of at 
least 10 members, and then with borrowed funds either to pnr- 
chase the produce of the members or to stock them on the com- 
mission basis, and then to dispose of the commodity when the 
market improves. Such an organisation requires for success a 
management which possesses business ability of a very high ordet. 
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and failure of most of these societies is due to their inability either 
to serve or to maintain ellLcient managers. Success in this direc- 
tion can be achieved only when these individual societies are 
federated into District Wliolesule Organisations which can aii'ord 
to appoint suitable staff* and which can establish connections with 
the difiercnt maikets of India and of other countries. 

Market regulation has been attempted in Berar and Bombay, 
and the lioyai Agricultural Commission has reconunended an ex- 
tension of this system. Berar X)rovides for a Market Committee 
composed of representatives of the departments of Agriculture and 
Co-operation and the traders an<l growers. The functions of the 
Market Committee iiudmle the j)revention of fraudulent weigh- 
ment, posting of j)iices and framing of rules for the control of 
brokers. These committees therefore exercise the imwers of 
negative control giving the producers and buyers all possible 
facilities to caiTy on their trade. Tiiey do not cure the basic 
defect of agricultural marketing in India, viz., the inability of 
the producer to hold up his produc:e for better terms. 

In order to secure the proper remuneration to the cultivators, 
something more than mere negative control is necessary. The 
scale of opertitioiis which the co-operative society can undertake 
must be sufficiently large so as to ensure the economies of large 
scale business. The best meth<Kl of gaining this object is by 
combining these two, the co-operative sale society tuid the market 
committee. 

There should be a Marketing Association, in a definite area 
comprising say 10 villages. The memlwrshij) would be open to 
these villages who would send their Patois^ Jethraiyafs or Elders 
as representatives to the Assocuation and contribute to its funds 
in tbe form of shares. The association would select a place where 
the buyer and the seller can very conveniently meet and transact 
business. Accommodation can be provided for the storage of 
commodities with facilities for weighing. It must insist on the 
use of standard weights. The rules of the market will penalise 
any attempt to cheat and the use of unfair methods. The asso- 
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ciation will get quotations ol prices daily or three times a day 
from the Central Association in the JDistiict Headquarters, and 
it will arrange to draw the attention of the members to the crop 
forecasts published fiom time to time and explain their full signi- 
ficance to them. It will gradually insist on pure, una<iulterated 
goods and introduce gradation of commodities according to 
standards prevailing in the provincial markets. It may airange, 
wherever necessary, for the transport of the goods from the village 
to the market and from the market to the headqutiiters market 
or if it is intended for despatch, to the railway station. Brokers 
must register their names and deposit some amount as security 
and they must abide by the rules made for their guidance. In 
addition to these functions, the association will finance those 
agriculturists wko are compelled to sell their i)roduce at a dis- 
advantage. These loans will be given only on the recommenda- 
tion of the representatives of the village and in no case will they 
be given out unless the commodity is kept in custody of the 
Market Association and not more than (iO per cent of the price 
will be given as loiin. This wdll not only result in checking 
profiteering, but it will serve to extend the marketing period and 
area and prevent violent fluctuations in supply. On all sales, the 
association will realise a reasonable charge as commission. The 
law should provide that no sale or juirchase of produce can take 
place for trade purposes, unless it has been conducted either in 
the market or under the auspices of the Marketing Assocdation, 
and no bag or bale or package containing these articles will be 
allowed to be carried either in headloadvS or in carts, unless it 
bears a certificate of the association testifying to the quality and 
the quantity. This poli(^y of centralisation may appear to be tin 
undue interference wdth the fi'eedom of trade but it is of the 
greatest importance, as without this pooling of the produce, it 
will not bo possible to secure Jor the cultivator the legitimate 
return for his labour. The Tillage Marketing Association will be 
managed by competent officials whose work will be supeiwised by 
a committee of members. The Village Associations will be group- 
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ed under a Central Association located at the headquarters of the 
District or Subdivision. These Central Associations will secure 
funds in order to enable the Village Associations to advance them 
to the needy cultivators. It will secure orders for the supply of 
commodities and arrange for their proper transport from the 
villages to the destination. It will further obtain daily quota- 
tions of prices from the Provincial Markets Bureau and commu- 
nicate them to the constituent ma-rkets. This Bureau will be 
compcKsed of a small number of the representatives of the Distric t 
Associations jind it will be placed in charge of an official to be 
called the Market Director. The functions of this Bureau will be 
to gather and disseminate information concerning supply, demand, 
prevailing prices and commercial movements of agricultural pro- 
duct. The Market Director will organise and promote co-opera- 
tive associations for marketing. He will foster and encourage the 
standardizing, grading, inspection, labelling, handling, storage 
and sale of any such products. The different Market Associations 
will look up to him for settling any disputes or will seek his 
advice for assisting them in the commercial and efficient distribu- 
tion of such products at fair prices. The Market Bureau will 
keep Commercial Correspondents at the different important markets 
of India who will study those maa'kets and send regular reports. 

Thus a pooling of agricultural produce and its marketing 
through well-organised Marketing Associations l>ased on co-opera- 
tive principk^s are essential for the improvement of the economic 
condition of the c ultivator. 
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ABDBESS OF WELCOME 


BY 

Mr. K. Chandy, 

Vice-Chancellor, Mysom University. 

Your Higliness, Ladies and Gentlemen, 

It is my proud jnivilege as the Vice-Chancellor of the 
Mysore University to welcome the i2th Conterence of the Indian 
Economic Association to the beautiful city of Mysore. Some of 
you have already, thanks to the foresight of our enthusiastic 
Secretary Mr. N. S. Subba Rao, seen many of the noteworthy 
places in this State. A hand-book dealing with matters of im- 
portance connected with the State has been placed in your hands. 
His Highness the Yuvaraja, in the illuminating and most sug^ 
gestive speech that you have just listened to, has told in felicitous 
language how, in the course of half a century, a steady endeavour 
is being made to develop the economic and moral consciousnees 
of the people. I trust that all of you will be able to see for your- 
selves more of this country and its people before you leave us. 
It will thus l>e quite superfluous for me to tell you anything about 
Mysore. I \^ ish, however, to repeat to you what I told the World's 
Students Christian Federation which met in this Palace less than 
a month ago, that ve in Mysore are proud of our country and 
of our Maharaja, whose fame has spread all over India and 
eilsewhere for hie far-sighted statesmanship. His Highness the 
Yuvaraja, who is in our midst to-day, has endeared himself to us 
by his active . sympathy with all liberalising and progressive 
movements. I welcome you to Mysoi'e on behalf of the University 
whieh I have the honour to represent during the absence on leave 
oL our eminent Yioe^Ghancellor Sir Brajendranath Seal. Our 
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University was founded in the middle of the Ore&t War at a time 
when the whole Empire was mobilising and turning to the utmost 
use every resource that it had. Here in Mysore, the State and 
the University have been endeavouring to make use of all our 
resources for developing* the wealth of the counti*y and the well- 
being of its people. As regai^ds the University, from its inception, 
the idea has been steadily kept in view* of making it a regional 
University suited to the needs of the inhabitants of Mysore. We 
have endeavoured in various directions to co-ordinate academic 
study with p]*actical life. Erom the date of his appointment, Sir 
Brajendranath vSeal has never lost an opportunity to preach the 
need for such co-ordination and in this he has been supported 
throughout by the Government. Heads of Government depart- 
ments ill Electricity, Civil Engineering, Architecture, etc., have 
given us the benefit of their knowledge and experience and Univer- 
sity Professors have similarly been made use of by Goveammemt 
in the departments of Archaeology, Geology, Chemistry, etc. The 
head of the department of Geology in the Government is himself 
the head of that department in the University. You are awai‘e 
that the Secretary of this Conference, Mr. N. S. Subba Bao, was 
the Principal of one of our Co^lleges and Professor of Economics 
when he was appointed to the Tariff Board, One of our Professors 
Mr. Madhava seiwed as Secretary to the Committee appointed by 
Government for considering the question of State aid to Industry 
and another Mr. D^Souza, who is now the head of the department 
of Economics, acts as Secretary to the Committee for drafting a 
Trades Union Bill. Eor the B.A., and M.A, Degree Examina- 
tions, students of our University ai’e allowed to combine 
Mathematics, Statistics and Mathematical Economics along with 
Economics with the idea of making their knowledge of practical 
use to the country. Our professors and students are also attempt- 
ing to get into direct touch with the masses in the country. We 
have a regular scheme of extension leeturee, many of which are 
delivered in the vernacular of the country on subjects of sciefitiffc 
and human interest. Under Mr. D ’Souza’s supervision, a dozeit 



ADDRESS OF WELCOME 


597 


vililagBs have been surveyed by our students as regards their 
economic aspects and 250 family budgets have been collected. Our 
research schoilars are engaged in an enquiry into the Mortgage 
Debt of certain taluks in tiie State. These are matters connected 
with our University life whicli 1 trust are interesting to you. 

It is not an easy matter for one like me, whose work lay in 
other helds, to interest a body of experts on any aspect of the 
subject of their own study, and 1 shall not attempt that impossi- 
ble task. As, however, the University is welcoming you not 
merely as Economists but also as interest€^,d pai t-takers in the whole 
life of India, I beg leave with considerable trepidation to speak 
about one particular aspect of Economies. 

There was a time not very long ago, when Science was 
considered to be matter of immutable laws and the only exponent 
of reality. Recently, however, the view point of scientists is rapidly 
changing. Professor Eddington, foi instance, says that physical 
laws throw no light on the nature of the material of the world, 
that Science gives only knowledge of structure and the stuli of the 
world may appropriately be called mind stuff. Mr. Sullivan 
says that the Quantum and the Wave theory are mutually contra 
dictory and cannot be explained by any general law , that it might 
happen that the scientific adventuie might itself have to be given 
up and Science is only adventure and not an inevitable acquisition 
of new knowiedge. Some modern Psychologists are questioning 
even the autonomy of one’s personality. Whether each of us is 
the same autonomous entity or diff^ei'eiit streams of consciousness 
or varying personalities at different times is being qu^tioned. 
In Economics, you are atvai^e that a generation ago, they talked 
of the laws of Wealth as if they were of the nature of physical 
laws and not merely “ tendencies ” which are mostly capable of 
being manipulated by the human will. These laws were being 
announced with almost pontifical authority and there seems no 
doubt that the idea that prevailed that the law of Supply and 
Demand, of Competition, and other such laws as ailso the Lais^ez* 
Fmre theory have some value or force in themselves which ought 
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not to be interfered witk> bas to answer for a great deal ol 
misery that exists at present. Ecsonomists of^ the preeent d^y, 
however, are inclined to range themselves among creative thinkers 
who attempt to find the wisest solution suitable for the times for 
each phase as it occurs. There was a kind of harmony, however 
crude and defective it might be, in the ancient and mediaeval 
world; but the modern world has yet to find its harmony and it 
is a function of the economists to help in that process by attempting 
to bring order out of the chaos that unrestricted competition, 
unimaginative capitalism, the exploitation of the weak, the 
machine mind and othei* similai' legacies of the last centui’y have 
caused. Without identifying oneself with any particular “ ism 
that is in vogue, it is being recognised to be a clear duty that all 
the factors, physical and psychical, that enter into the problem 
of production and consumption of \^ealth should always be consi- 
dered with the definite objective of helping in a creative synthesis 
for the welfare of our feliowmen. It is being realized that a 
person who amasses wealth by exploitation and by grinding the 
face of the poor is not to be regaided as one following the laws 
of supply and demand, a man of initiative and a captain of 
industry, but has to be condemned as a criminal against society. 
One of the few real laws of wealth is the law that wdlful exploita- 
tion of the poor automatically creates forces of destruction. And 
in all constructive thinking, it will therefore be perfectly safe, 
and I may add economically sound, to lye biassed in favour of the 
poor. Wealth and the human personality are both plastic entities; 
public opinion or the regard of o-ne’s fellows has always been and 
will always remain a most important facdor in moulding society 
and conditions of living, and the mere attitude of learned eco- 
nomists towards problems of the acquisition and consumption of 
wealth will itself be actually creative of the conditions that they 
desire to bring about. 

I believe that the idea that this is a static wor»ld and that 
unchangeable laws govern it is being finally given up and the 
dynamic nature of the world seems no longer a matter for doubt 
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No one eaii or need grasp this seheme of things entire for refashion- 
ing it, but to be creators in a dyna-niie world and by cdear thought 
and creatiTe elfort, to improve steadily the actual conditions of 
living is an adventure that is possible and as worthy as the 
adventure of Science. It seems to be on these lines that modera 
economists are engaging themselves in their high calling, and 1 
wish their rex)resentatives who are assembled here, godspeed in 
this noble endeavour. 

With these few words let me once again welcome you to Mysore 
and to its University, with all my heart. 
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BY 

H. H. The Yuvaraja of Mysore, G.C.I^E. 

Gentlemen of the Indian Economic Association, 

I am very glad, on behalf of His Highness the Maharaja, to 
welcome to Mysore so many distinguished members of your 
Association, including repi’esentatives of a round dozen of Univer- 
sities, of almost every Province in India, and of a number of the 
more important of the Indian States. I am especially glad to 
welcome representatives from our sister country of Ceylon. And 
I am sure that our young University will be very proud to make 
you free of its portals, as the members of it will be eager to gather 
up the wisdom that is to be found in your papers and debates. 

Your functions have been described as being the study of 
man’s behaviour jn getting his livelihood, and the prescribing of 
remedies for all the economic ills that may affect the body politic. 
This being so, I am inclined to think that, while it was a happy 
thought for us, it was at the same time no bad choice for you when 
Mysore was selected as the centre for your session of this year. 
My reason is this. In the scientific study of diseases, it is desir- 
able, on the one hand, to avoid the very compilicated cases in which 
symptoms of severail diseases present at once, with the result 
that it is difficult to distinguish the one from the other, as is the 
case with the problems of our great industrial cities. On the 
other hand, you have been warned against the danger of too mticdi 
simplification and abstraction such as results in producing that 
soulless Robot, the economic man, whose machineiy needs no 
medicine but lubricating oil. I think you will find in the State 
of Mysore the happy mean between these two exti^]nes,-«--a State 
abundantly endowed by nature, homogeneous in its populaiidn« 
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continuously under Indian Government, and a State in which for 
over hailf a century a continuous strugg^le has been made to produce, 
not an economic man, but a race of economically conscious 
individuals. 

Mysore, as I have said, is abundantly endowed by nature. 
Under the surface of the earth, in some cases in mines which go 
deeper than almost any others we know of, it possesses a variety 
of minerals the list of which reads like a verse from Revelations: — 
Gold, chrome and magnesite; green-stone, ivoiistone and porphyry; 
dolomite, serpentine and felspar. On the surface, if her soil is not 
specially fertile, slie has a climate under which it is possible to grow 
a greater variety of pioduce than in almost anj^ jiart of the world: 
rice, jolam and ragi ; tea, coffee and cardamouLs; apples and 
oranges ; sandalw^ood and muifierrv : and every variety of forest 
tree and garden produce. , She has two monsoons and abundant 
rivers and tanks, which have been used foi' generations for irriga- 
tion ’'purposes. Her Amrit Mahal cattle formed the chief army 
transport of a hundred years ago. Her sheep have been known 
for their mutton, and in a less degree for their wool, for genera- 
tions. 

Her people have l>een described by His Highness the Maharaja 
as sincere, liberal-minded, intelligent and industrious. Several 
of them have achieved high distinction in the arts, especially 
painting and music. In her Representative Assembly she has the 
oldest representative body in all India, and her later constitution 
has been described by Lord Ronaldshay as a constructive contribu- 
tion towards the solution of the problem of Indian Government. 

I have said that there has been a continuous efPort for nearly 
half a century to make her people economically conscious. As long 
ago as in 1881 , Dewan Rangacharlu pointed out that no country 
can prosper unless its agricultural and manufacturing industries 
are equally fostered, and referred to the possibilities of the 
establishment of cotton mills, of the breeding of sheep for wool, of 
paper manufacture, of the cultivation of sugarcane and coffee, 
l^nd of the spinning of silk, as means by which such a development 
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could be promoted. In 1890 Sir K. Seehadri Aiyar repeated the 
same story. In 1903 Sir P. N. Krisbnamurthy did the same. 
In 1911 His Hig’hneas the Maharaja, in a stirrinj^ speech, inaugu- 
rated the Economic Conference under which aill the subjects of 
the State were to work in unison, each giving what he could spare of 
wealth, brains or leisure towards the effecting of the economic 
security and vital efficiency of the people. In 1913 this Conference 
became a permanent body, and later a part of the regular constitu- 
tion of the State, and so it has continued ever since. Meanwhile 
the Mysore Economic Journal has steadily preached the gospel 
of the Conference, and has now reached its 170th number, while 
the Civic and Soc'Jal Progress Association has carried on the social 
branch of the work. When therefore I read such a statement as 
that made to you by Sir Rajendranatb Mukerji in 1927, that it 
is for business men and academic scholars together to heilp in 
securing for their country that increase in economic freedom and • 
power which will automatically endow India with the status of 
complete nationhood, I fee*l that what he was then appealing to 
you to attempt is very much what we have been trying to do in 
Mysore for at least fifteen years past. 

It would be an interesting study for some of our students of 
Economics to trace the history of the various activities that have 
been set on foot by the Economic Conference and estimate the 
measure of success that has s^tfended them, and the causes of 
failure where they have failed. Was Sir Albion Banerji right 
when he said that it is not a mere idle dream that, under favour- 
able conditions, Mysore in the near future will be one of the most 
industrially and economically prosperous countries in the world? 
Or did the truth lie with Sir Visvesvaraya when he said that there 
is a yearning for the old ideals and a half-hearted acquiescence in 
the new, and that, on the whole, the genius of the people is for 
standing still? Or does the truth lie between the two? The 
failures are very obvious to us, especially to those of us who have 
invested money in them, and I think perhaps they are apt to 
obsess our minds, and the minds of our visitors, to the 



SPEECH 


603 


of tlie successes. It has become such a matter of courvse for us 
now to attend the Convocations of our University, to draw cheques 
on the Bank of Mysore, to get IkkjIvs from the splendid libraries 
with which we are equipped, to see electric lighting' installations 
continuailly being extended, to attend the Dasara Exhibitions, 
to watch the activities of the Department of Industries, the 
AgriculturaiLSchools and the Chamber of Commerce, to sleej) under 
Mysore liiankets, to get up to wash ourselves with Mysore soap 
and to clothe ourselves in Mysore silk that we are apt to forget 
that none of these activities were in existence before His Highness 
the Maharaja inaugurated the Economic Confei’ence. All this 
dnd very much more has been the result of motive co-operation 
between economists, Government officials and business men. There 
is an infinite amount still remaining to be done, but at the same 
time I do feel that we can present for your scrutiny tlie results 
of a continuous period of co-ox>eration in the economic field of 
which Mysore has no reason to be ashamed. 

On two of the three subjects which you have set down for 
your discussions at this session w^e look to you for much advice 
and help. In the case of the third, ** Land Tenures,” I obseiwe 
that three of the four papers to be read deal with the tenures in 
specific areas, where they are peculiar; while as regards the genera^l 
question, it seems to me that the trouble and disturbance attending 
a change are so great that it would need some overwhelming abuse 
in present conditions or some overwhelming advantage to be gained 
to justify it. 

On the 8ubjec;t of marketing, I am sure that our business men 
will gladly seek your advice. Mysore is not only afflicted with 
all the difficulties in respect of grading, prevention of adultera- 
tion and advertisement, or the want of it, that afflict India 
generally, but has also a special problem of her own in that her 
progress depends to a grreat extent on those middle grade induatriewS 
that stand midway between the old handicraftvS and the new large 
scale high-class scientific industries; and the marketing of the 
products of these is always a very serious problem. 
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We ai*6 still more interested in the matter of imperial and 
local finance, a proMein of which I should have been inclined to 
say that no ideal soflution was jK)Ssible, were it not for the fact 
that one of your members is prepared to offer us an ideal solution 
of the even more difficult problem of taxation. I sincereily hope 
that you may find a way of reconciling the conflicting interests, 
not only of the Imperial and Local Governments, but also (what 
is much more important to us in Mysore) of both these '^th those 
of the Indian States. 

In conclusion, may I say that I admire your courage and your 
optimism in tackling, not only these three poitentous subjects, 
but a series of no less than twenty-three papers upon them in a 
short session of three daysF I wish -you a most profitable session, 
and shall follow your discussions with much interest. At the 
same time I hope that, in spite of your heavy programme, you 
will not devote the whole of your time to them, but that you will 
spare part of it to the purpose of seeing and ai)preciating some- 
thing of the beauties of the city of Mysore and of the country 
round. 

Gentlemen, I wish yon u most fruitful, and at the same time 
a most enjoyable, session. 
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Prof. V. G: Kale, Poona. 

ECONOMICS IN INJHA 

I deem it a great privilege to have been elected to preside 
over this, the Twelfth Session of the Indian Economic Conference, 
and my sense of gratitude is enhanced when I remember that this 
honour is a renewal of the confidence and the kindness the members 
of the Economic Association shoAved toAvards me at the Sixth 
Conference at Lahore in 1923 in choosing me to preside at the 
next session in Bombay, a duty which unfortunately circumstances 
prevented me from performing, I congratulate myself on this 
opportunity of making a survey of the position of economic studies 
in India and of expressing my views on the prospects of our 
work in the near future. I was one of those who keenly felt the 
need of an organization and a medium for the expression of thought 
for workei’s in the field of Economics in India and took a leading 
part in launching the Assoidation and its Journal, and I feel 
very strongly about the little that we have been so far able to do 
and the much that remains to be done in respect of the study and 
the teaching of Economic Science in general and the investigation 
of India’s economic problems in paiticular. It will be no exaggera- 
tion to say that pexTeptibly and impeiT?eptibly Economics is vying 
w:ith Politics in attempting to mould the destinies of humanity 
to-day ; and no occasion could be more appi*opriate than the present 
to take stock of our position in India in this respect and lay down 
Unes for our work. 
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You will all agree with me, I am sure, when I say that tlie 
paucity o-f professed economists who have attained eminence in 
their special province and of their scientific output, is not a matter 
of which India can feel proud. The serious drawbacks of our 
whol€ educational system and the inadequacy of the constitutional, 
the academic and the financial provision made for higher studies 
by our Universities are too patent and too often discussed to need 
reference at my hands. And what is the position to-day P In 
spite of the fact that Economics has figured as a subject for study 
at our colleges for over two generations, there are hai'dly any 
scholars anj^ong us whose names may be mentioned with those of 
the many renowned professors at the Western Univei’eities. At 
those seats of learning savants have been actively working from 
their professorial chairs for more years than many of us have lived 
on this earth. Professors at our colleges in India have taught 
undergiaduates and retired to their European or Indian homes 
without leaving any traces of their influence or their work. 
Marshal, Nicholson and Cannan, Fisher, Clark, Taussig and 
Seligman, Walras and Gide, Schmoller, Wa^er, Monger, the 
Webers, Brentano, Span and Diehl, Wicksel and Cassel, Loria 
and Pareto, to mention only a few names, are thinkers most of 
w^hom have built up traditions, founded schools or systems of 
thought and spread inspiration which is gratefully acknowledged 
even in India. The steady, annual outturn of research and 
discussion in the field of Economics in Western countries is 
enviably varied and large ; and our soil is comparatively barren. 
These observations are not the outcome of undue pessimism or 
exaggerated self-depreciation, but only a frank statement of facts, 
and they have a special significance in view of the high apprecia- 
tion I feel for the few^ Indian professors who have been doing 
commendable work in the midst of difiS.culties and of the decidedly 
cheerful prospect that I see opening before me. 

The history of economic thought in other countries sugg^te 
that when there is an inteillectual upheaval and exciteinent and 
provocation of surrounding social and pdtiticail conditionii 
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when there are urgent national probleniR to solve, thinking minds 
are driven to apply themselves to the discussion of economic 
questions and to impart their ideas to others. Prof. Seligman 
tells us^ how this was true of the rise of schools of economic thought 
both in the United States of America and in Germany. He says : — 
Just as the economic problems of the new Gennan Empire on 
the close of the Franco-German war gave n prodigious impulse 
to the development of economic science in Geimany, so was a like 
movement accomplished in the seventies of ihe last century in 
the U.S.A.*' It is worth noting that there was no adequate 
provision for economic teaching in the States in those days and 
that England and France were no better in that respect. American 
students, therefore, resorted to German Universities and studied 
at the feet of Xnies at Heidelburg, of Boseher at Leipzig and of 
Held, Wagner and Schmoller at Berlin. On their return to the 
States, these young men were appointed to the chairs of Economicfi 
which were created for them at the leading American Universities. 
The seed thus sown in a fertile soil has grown into a wonderful 
crop of researchers and scholars who are liberally encouraged and 
patronised in that wonderfully wealthy country. Every^thing in 
that fortunate land is on a large scale; and the study and teaching 
of Economies is not an exception to the general rule. Provision 
for the leaching of Economies is made there not only in the 
Universities and ccvlleges but in the higher clasvses in the high 
schools. In the Columbia University there are between forty and 
fifty teachers of Economics. The interest taken by the educated 
American public in Economic Science is so deep that the American 
Economic Association has over three thousand members, and the 
membership of the Academy of Political Science runs to bet\reen 
six and eight thousand. These figures alone should make us pause 
and think. Millionaires like Carnegie and Bockefeller have 
founded chairs and institutes for the work of economic research 
and study. 

1 Festgo^be fur liujo Brentano : ** Die Wirtschaftewissenschaft nacb (Jem 
Kriege,” 
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The state of things in Franice has been different and we, in 
thi« poor and backward cotintry, may draw what comfort and 
moral we can out of it. The venerable French savant, Gharries 
Gide, graphically describes^ how Political Economy in his country 
has, on the whole, remained loyal to the tradition of the Classical 
School, how the orthodoxy was maintained intact, for years, under 
the rigid control of the narrow and exclusive Institute or 
Academy of Moral and Economic Sciences,’’ how till the year 
1878 there was no provision for the leaching of Economics in any 
University in Prance, the work being done at independent collegiate 
institutions, how^ after that. Economics came to be yoked with 
Turisprudence in one faculty and how it was feared that this ad- 
mission of the science into the sanctum of the University would 
open the door w’ide to heretical dogmas from Germany. Till the 
beginning of this century the instruction in Economies imparted 
in the co>lleges or collegiate high schoo'ls was ill-calculated to 
stimulate a genuine love for the science or the de^’^elopment of 
economic thought. As in India, the professors had to prepare 
the students for examinations and had to go through a course 
prescribed by the Government. It is during the last twenty-five 
years that the basis of instruction has been widened and the pro- 
fessors have obtained freedom owung to the introduction of the 
doctorate. Even now the average French student cares to attend 
only the obligatory lectures useful for his examination and gives 
the go-by to the others, the * free ’ ones. Gide humorously relates 
how' some foreign students, who went to attend his lectures and 
feared they would find no room in his class, were surprised to 
see that there were hardly fifteen pupils attending ! The French 
student chooses his professor only with an eye to his examina- 
tion, and a professor, however renowned for his learning, cimnot 
attract pupils by his attainments or scholarship. His xnod^rat^ 
income is independent of his fame and the number of his students. 
In spite of these unfavourable conditions, Gide maintains, the 

2Festgabe fnr Lnjo B?eatano ; Die 
Kriege,” 
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literary output of French e(*onomist8 is by no means small, and 
can compare favourably with the outturn of other countries. 
Pure economics is, in France, an unproductive branch, but ques- 
tions of social reform and of economic policy are actively and 
widely discussed. In fact, this is a striking- characteristic of the 
country. 

Until very recently, Indian professois were expected only to 
cater for the needs of undergraduates preparing for the degree 
examination, the level of teaching and study was very low- and the 
facilities at the colleges were extremely poor, the Universities con- 
tenting themselves with prescribing the courses of instruction and 
examining candidates. Outside the colleges and the Universities, 
the impulse to the investigation and discussion of economic prob- 
lems came from the political and social conditions as they 
steadily developed in the country, (.^hronic poverty and recurrent 
famines, the lafi tune z-f (tire and laissez-pdsfter attitude of the State, 
the land revenue and currency po^licies of Government, the grow- 
ing indebtedness of the peasantry, over-centralization of adminis- 
tration, famished provincial finance, cotton import and excise 
duties, the salt tax, the decay of indigenous industries — were mat- 
ters which chiefly attracted public attention and evoked discussion, 
and Dadabhai N^aoroji, Raiiade, Romesb Dutt and Gokhale became 
exponents of independent economic thought in all such directions. 
Pure Economics found no devotees, and economic history and eco- 
nomic policies absorbed the attention of such few students as the 
unfavourable conditions in the country produced. This tendency 
also finds a parallel in the development of economic studies in 
France. 3 Apart from political organizations which made it their 
business to moiild public opinion on economic problems, there 
were neither associations nor journals which devoted themselves 
to the study of economic theory, the investigation of economic 
conditions and the suggestion of Government policies. In the 

S “ The French have little taste for pure, abstract econoxnic thought and 
such as were, in the beginning, inclined that way, soon abandoned the course 
and turned to questions of social and economic policy; CJournot and Walras have 
founded no school. To cite my personal example, I was bound to Walras by 

-■ ' F. '4^ 
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absence of initiative and power of any kind to mould things, 
mental depression and intellecttial lethargy reigned supreme. This 
state of things persisted for years, and little was done either by the 
Universities or by enlightened public opinion to impro-ve it. 
Indian economists and publicists found no place on the committees 
and commissions which were appointed from time to time to en- 
quire into various questions of economic and genera^l public in- 
terest. They were thus deprived of the oppoi'tunities to handle 
such problems from the theoretical and the practical i>oinii8 of 
view ; and Government and the Nation lost the beneht of the touch 
with tlie realities of Indian life and sentiment which they were 
best calculated to supply. The atmosphere within the Univer- 
sities and outside was, in this way, not very congenial to the out- 
burst of economic speculation or to the formulation of plans of 
economic and social reform, though the little that was achieved 
in the unfavourable conditions, left no doubt as to the latent pos- 
sibilities of the nation in those respects. It is needless to refer 
to such work, e,g., of Ranade, Dutt, Joshi.^ 

But let me hope that we are leaving this depressing past be- 
hind, that a ne\f era has now daumed and that the future for the 
cultivation of the science and the practice of Economics is more 
encouraging. It is a welcome sign of the times that our newer 
Universities have provided for i>o8t-gTaduate teaching and re- 
search in Economics as one of their regular functions, and Uni- 
versity professors have been appointed to guide and control the 
work. The undergraduate teaching too is being made more effi- 
cient and practical. The older Universities have a^lao begun to 
appreciate the importance of affording to young men opportunities 
for higher studies in the social sciences and training in the appli*^ 
cation of their laws to problems of national life. Pew will, how- 

ties of intimate friendship and he hoped to secnre in mo a pupil, hut cdroin^ 
stances have driven me to associate myself with the oo-operative moyemsnt 
has, in course of time, completely absorbed me.** — 0ide in Eestffabe fur Xiiiio 
Brentano. 

4Eanade.* Essays in Indian Economiot; Dutt j India under Belly 
Buie and India in the Victorian A|[e; joshi : Votings and 
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ever, be found to doubt the inadequacy of the arrangements which 
most of our Universities have been able to make in this connec- 
ti<^, and it will be readily admitted that the influence of the 
Univei*Bity and coillege professors has scarcely yet begun to tell 
on the minds and tlie lives of the student world and the public. 
Some of the Universities still continue in the old rut; and students 
are able to obtain the highest degree in Economics by cramming 
a few books. The awakening* is, however, there, and the Uni- 
versities, the governments and the public will have to make every 
earnest effort to promote this movement so essential to the best 
interests of the progress of the counti-y. Secondly, we have now 
as University professors men who have undergone training at 
foreign Universities and are qualified to impart to their pupils 
the spirit of search for truth, of industry in collecting and mar- 
shalling facts and statistics and of scientific accuracy and inte- 
grity in interpreting them and drawing conclusions from them. 
The thirst for knowledge, the habit of investigation and the pen- 
chant for discussion, which ^w^ere so characteristic of the world of 
learning in India in olden times, must be revived, and there 
could be no better means of achieving this end than the introduc- 
tion of the Western spirit of work in our Universities. 

It is again a welcome sign of the times that, to judge from 
the appointment of Economic Experts on the Fiscal Commission 
and the Royal Commissions on Indian Currency and Agriculture, 
as also on the Boards of Enquiry into the application of industries 
for piotection, that Government has given up its old policy of 
exclusion. Experience of war-time and of the post-war period of 
reconstruction, has fully demonstrated the value of the co-opera- 
tion of trained economists in solving economic problems of na- 
tional and international interest. It is to be hoped that the assisi- 
ance of economists will be sought in the future in an increasing 
measure in India to the benefit of the Government and the people 
of the country. At the Bombay Session of this Conference ten 
years ago, I ventured, in the course of a Paper, to suggest that 
an economist should be regularly associated with the Revenue 
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Officer periodically deputed to make propoeala regrardiug ite re- 
vised settlemexit of land revenue so that the problem could be 
thoroughly and scientifically dealt with. The suggestion did not 
ithen appeal to .many, but certainly the serious troubles we have 
had recently relating to rents and revenue were not needed to 
show the importance of a comprehensive, thorough-going and 
systematic investigation of a question which afiects the lives of 
large numbers of cultivators. Economists have a part to play in 
such matters which cannot be allowed to be exclusively dealt with 
by Revenue and Judicial officials. It is to be hoped that the 
business community too is beginning’ to realize that a knowledge 
of economic theory is not superfluous to the successful working of 
industries and trade, lieeent discussion of the policy of Govern- 
ment in relation to Currency and Exchange and the claims of 
certain indigenous industrial enterprises to State encouragement 
and assistance, as also the prevailing labour uniest, ought to 
make this clear if it has not already dawned on the 'minds of 
our capitalists. I^or can our press and politicians alford to ignore 
the teachings of Economic Science with respect to the ideals they 
preach and the measures they propose for adoption by the Nation. 
There are indications that in this regard too a correct appreciation 
of the issues involved is slowiy but surely penetrating the quarters 
concerned. 

No better index of the new economic awakening* that is com- 
ing over the countiy c.an be found than the commendable efforts 
which are being made in the different provinces to collect facts 
relating to rural and urban life. Middle class family budgets, 
the standard of living and the wages of the working classes, the 
different aspects of the agricultural economy, the co-operative 
movement, are some of the subjects which are likewise engaging 
the attention of several, among whom Government officials are 
seen to take a welcome part. The Papei’s which are read before 
our Conference are a significant testimony to the highly system- 
atic and useful nature of the tasks undertaken in this respect by 
the members of our Association. Here too is essential MsW 
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operation of the Universities, the Governments, the professors and 
the public if substantial results aie to be achieved. 1 may be 
permitted, without beings impertinent, to pay a tribute to the high 
level of the scientific and practical work that is being turned out 
by our economists, whether they are members of our Association 
or not. A good deal of the outturn is indeed creditable and 
shows that we aie treading the path of professors at the Western 
Universities. During the past few years, every part of the field 
has been taken up for exploration, and economic history, economic 
theory and practical economics have been ably handled. I shall 
not mention the names of the authors as you are all familiar with 
them. What is now needed is the application both of the exten- 
sive and the intensive methods to the work, llesearch Associa- 
tions and Study Societies have been started in a few centres, and 
this activity requires to be spread and strengthened. Our own 
Journal is admittedly capable of improvement, and our member- 
ship must considerably increase. With our limited opportunities 
and reisources, we, who are teachers of Economics and others w'ho 
are otherwise interested in the subject, must do ail we can to 
rouse general enthusiasm for the science, make people appreciate 
the value of its teaching for the progress of our country’ and enlist 
the sympathy and support of Government and public alike for the 
cause we have espoused. There is inhnite scope for our labours 
and it will be a number of years of strenuous effort before w^e can 
say that we have achieved something appreciable. Wherever one 
turns, one comes up with an economic problem — ^why, India’s im- 
mediate national future itself is one such big problem. W^e bave 
to strive in the profound faith that we can usefully contribute to 
its sblation. We must mate our voice heard and must train the 
coming generation in the scientific w^ays of thought. The opti- 
mistic note traceable in the above remarks is obviously based not 
so much on what we are and what we have accomplished as upon 
what, given the will and the requisite opportunities, we are cap- 
able of achieving. It is more the promise than the performance 
which fills me with hope. The teachers have themselves to set an 
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example of hard, patient and earnest work which others may be 
expected to copy. There are arrears to be cleared up and a fresh 
account has to be opened. 

Now, what will be the aim, the principle and the method that 
we may beneficially follow in our scientific activity P The answer 
is fortunately available in the rich literary leg^acy which thinkers 
in the West have left to us. There is indeed a clash of opinion 
and a conflict of attitude which is often perplexing and annoying ; 
and it is a notorious reproach against the economists that of all 
scientists, they are the people who will not agree on anything, not 
even on the fundamentals of their discipline,® While there is 
some truth in this charge, a careful study and reflection will show 
that things are not as bad as they are painted,® and that a clear 
path is visible in the overgrown jungle of controversy. Even the 
natural sciences are not free from academic disputes and theo- 
retical vicissitudes, and in a social science like Economics, I am 
inclined to regard differences of viewpoint and method as a sign 
of sti'ength rather than of weakness. We, of this generation, are 
fortunate in being able to survey with admiration, interest and 
instruction the grim battles which the old schools of thought 
fought with one another and the successive triumphs and defeats 
the combatants won and sustained on the theoretical, methodo- 
logical and political grounds. The echoes of these fights are cer- 
tainly audible even to-day, and skirmishes may be seen still going 
on between the adherents and camp-followers of the old leaders. 
The economist of to-day can, however, obtain a better j>6rspective 


8 S. Helander ; “Die Auaganj^punkte der Wirtschaftewisseaschaft.*' 

6 “ It is often made a reproach against our theory that it is raw aiid iiUHaiii- 
plete because there is serious contradiction with respect to its fundamentsl prill- 
ciple. One who studies the theory carefully will not accept this judgmeat wiUMtt 
reserve. An inquiry into individual problems of theoretical economics will ihow 
that while controvertial points are not wanting, the now solutions, in t^li 
their divergence, tend to run in sitnilsr directions and ^t the gulf MwaSn 
old end the new theory is not so difficult to bridge as is often supposed. 
gang Heller ; *' Die Bntwicklung der Gnsndprobleme dervollcswriisdbiil^^ 

Theorie.” 
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of things and can realize how each school and system has made 
its own contribution to the building up of the structure of economic 
science as we have it to-day. Thinkers are not wanting even 
now who will attempt a reconstruction of tlie science from the 
foundations to the top, on some novel principle^; but the general 
tendency is for the leading economists to reconcile the differences 
and to arrive at a common understanding with regard to essentials.® 
Dr. Marshal’s influence, for instance, has been exerted in this 
direction. The battles on the score of ideals and methods have 
been fongbt mainly on the German soil, and every few years, an 
author® has come out deploring and describing a crisis in the pre- 
valent state of ideas about Po^litical Economy. 

The battles of the economists raged chiefly round the follow- 
ing questions: — What is the distinguishing principle of Econo- 
mics as a science? Can it become an exact science in the sense 
in which the natural sciences are exact and are economic laws 
natural laws in the same sense? Has the science a goal of its own 
and can it pass judgments as to what ought to be and what ought 
not to be in accordance with its particular notion of * values ’? 
What is the relation of Economics and social and political po*licy? 
Is the economist, as a scientist, competent to give advice as to 
the suitability or otherwise of measures of reform? Is the key- 
note of Economics individualistic or organic and social? Is the 
acquisition of knowledge and the formulation of theory in a cer- 
tain sphere of life to be the only purpose of the science, or is it 
calculated to be a guide for action as well? The classical econo- 
mists who rendered the inestimable service of founding our science, 
were driven to use the method of abstraction rather too much in 
their anxiety to discover * natural laws ’ ; and their conception of 
economic society became mechanical and individualistic. The 

t For mstance, B. Lielman and Casael. 

B Dietael ; ** Tha<»reti8cbe Sozialokomik.** 

9 Poble : ** Die gegenwartige krisie,** 1911 ; and StoUsmann Der Ertaia der 
henti|^ Natienalokaii<»mie/V 1929. 
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* economic man ^ was the horrid product of this procedure and 
idea; and in their scheme there was no room for any motive or 
principle other than enlightened individual seilf -interest or for 
State poJlicy, patronage and interference, A theory, when it is 
first formulated, appears to conform to the conditions with which 
the author is familiar and to his own ideals and philosophy of life. 
So was it with the orthodox school; but it was soon disc4>vered 
that their theories did not square with the social conditions as they 
developed in England itself, and the good of the community which 
was expected to result from individual liberty in exchange of 
activities did not appear to materialize in the case of the large 
mass of the people. 

The reaction against this atomic individualism was started 
by the Eomantic School, led by Adam Muller, who pitted against 
it the conception of universalism. According to this school, eco- 
nomic life, which is only a part of social life as a whole, cannot 
l)e dealt with in isolation without detriment to the community. 
They went hammer and tongs at the capitalism, the competition 
and the hankering for gain which characterized the thoughts of 
the Classical School. National existence itself in its totality 
is the true wealth of a nation.’’ Each individual productive 
power can produce only when it is itself produced by a higher 
productive power. If the State ceases to produce, then cease all 
the smaller productive powers with it.” “ When it is said that 
a thing has value, what is meant is that it has value in relation 
to the whole community.” These statements are typical of the 
propositions laid down by Muller. List’s special contribution 
was the introduction of the idea of nationality and relativity and 
his substitution of the theory of productive power for that of 
exchange value. The most deadly attack on the Classical 
School, however, came from the Historical School which condemn- 
ed the former’s abstract method of reasoning and its theories y?hi^ 
appeared to be so far removed from reality. The younger His- 

10 Artur Somm^ : ** Erieftrwdb Li$ta System 4^ Poiifiaohsn 
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torical School which succeeded the elder, while sharing* the views 
of the latter to the full, emphasised the necessity of State inter- 
ference and measures of social reform, and thus earned the nick- 
name of ^'socialists of the chair/’ A particular philosophy of 
life — German Idealism — yvas agrain largrely responsible for these 
conceptions of universalism and solidarity. 

The victory of the Historical Schooil was, however, short- 
lived and did not go nnchallenged. ITie socialists had, in the 
meanwhile, butted in. They adoi>te(l and refined the classical 
theories and used them as weapons to fight the capitalistic system. 
Fired with the zeal of historical materialism, the socialists envis- 
aged! a -future in which cajiitalism w^ould be crushed under its 
own weight of industrial concentration, and private property would 
he done aw^^ay wdth by the working classes who, suffeddng from low 
wages and poverty, would capture the whole social machine and 
triumphantly establish the rule of the proletariat. Their theories 
relating to surplus valtie, concentration of industry, the reserve 
army of labour and the final co*llapse of the whble industrial 
organization did not pass muster with scientific and critical minds 
and failed to accord with facts — just w-^hat had happened to the 
Classical School. The chief weakness of the opponents of the 
founders of political economy lay in the fact that while they had 
pulled down the old imposing superstructure of economic theory, 
they had supplied nothing as a substitute for it. While there was 
a good deal of idealism, a wealth of analysis and description of 
social institutions and a comprehensive programme of social re- 
form, there was no theory and therefore no science. What was 
urgently needed, to evo>lve order out of the prevailing chaos, was 
the revival of economic theory and the reconstruction of the 
science. This task was essayed by the Mathematical School, and 
parHcularly by the Austrian School, led by Kafl Monger. Jevons 
and Walras made similar attempts independently in their own 
countriee. The new movement spread fast and wide and secured 
adherents almost everywhere, though outside a narrow circle, it 
found no foothold in Germany. The goal which the classical 
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economists had only partially succeeded in attaining, was effect- 
ively reached by the new school of thought, though by quite 
another path. The bridge connecting men and markets, put up 
by the farmer, consisted of flimsy stuff such as vaJue in exchange, 
self-interest and the cost of production; Monger constiructed it 
out of stronger and more durable material extracted from the 
quarry of the human mind, viz^^ utility, wants and their satis- 
faction. 

Though the revival of theory and the reconstruction of the 
science were weilcomed on all sides, economists did not build 
on a uniform pattern. The old feuds had not, besidee, comi^letely 
ceased, and the discomfited fighters repaired their wounds, polish- 
ed their armours and sharpened their weapons ready for the fray 
again. The last twenty-five years have, nevertheless, been a period 
of reconciliation, co-ordination and understanding, and it is im- 
portant to consider in what respects substantial advance has been 
made by economic science during this period and what solid ground 
has been covered by economic thought. It was at one time be- 
lieved and stated that the war-time experiences and mentality 
would shatter Economic Science to pieces and that it would then 
be necessary to construct the whole thing anew in the light of 
the happenings of the dreadful calamity. Nothing of the kind 
has come to pass, and the science stands foursquare to all the winds 
that blow. The war indeed furnished to the economist those ex- 
periments which are not normally available in the human social 
laboratory and taught him many a lesson regarding the necessity 
of establishing a close touch between economic theory and eco- 
nomic politics. Extensive State control, embargoes and ration- 
ing, the breakdown of monetary standards, inflation and deflatioh, 
enormous public debts, burdensome taxation, trade boom and dc*" 
pression, labour troubles, cartels and trusts, widespread and dis- 
tressing unemployment and Government doles, State subsidies to 
and protection of national industries— 'these and other such pheno- 
mena and measures which characterised the time of war and 
post-war period, have served to iUttstrate the working ^ 
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laws and have also armed the different achoofls of economic thought 
with arguments in support of their favourite theories and against 
their pet aversions. It is significant that even before the war, 
the necessity of reconsidering and resli aping their own traditional 
systems was keenly felt by the adherents of the economic 

schools, and this represented an attempt to reconcile 

theory to reality. We thus meet with so many “ Neos ’’ 
— Neo-Liberalism, Neo-Mercantilism, Neo-Romanticism and 
Neo-Socia/lism.^^ Economic Liberalism is the leneal descend- 
ant of the Classical System and the reconstruction of 
theory attempted by its representatives, among whom Cassel may 
be prominently mentioned, has not improved its reputation. ^2 xts 
theory still remains individualistic, unconcerned with the actual 
social conditions, and moves in the groves of mechanical and 
natural law. But the fundamental ideas of Liberalism appear to 
have been shaken even in England, its original home and strong- 
hold. From his exhaustive study of Lil>eralism and Protectionism 
in English economic policy since the war, Dr. Leubuscher^^ draws 
the following three conclusions : — The individualistic constitution 
of English industrj^, particularly manufactures, and also banks, 
has been increasingly ieplac‘ed by an organized and centralized 
structure which allows no free play to w)mpetition, the pride of 
English economy of old, and secures a safe control of markets. 
Another tendency which threatens Liberal principles is the 
increasing importance which is being attached to the producing 
classes to the neglect of consumers whose interests were paramount 
before, which means the weakening of the insistence on a free- 
trade policy. Thirdly, the same result flows from the claim of 
different groups of consumers to the maintenance of the standard 
of living already reached by them. The Liberal principle of 


St Hans Honegger: “ Volkswirtschaftliclie systeme der Gegenwart.*’ 

Gustav Cassel: “ Theoretische Sozialo’konomie*’" 

U IjiberalieEuas an^ Protectionismus in der engUaohen Wirtschafts poUtik 
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iudividual freedonn is generally admitted to be sotmd at bottom, 
and what is objected to is the exaggerated Libei-al idea , of its 
efficacy almost as a universal rule of policy. It has, thereforey 
already had to make important concessions to the principle of 
solidarity. Social politics is now held to be compatible with 
Liberal theory wiUxin large limits. It is said that the aim and 
the means of ‘ so^ialpolitik ’ must be distinguished. The aim is 
always the samey viz.^ the maintenance of the community in health 
and power, guarding it against the opposition of its parts, 
particularly for the pictection of the weaker classes such as the 
industrial workers. And even a theory of social politics has now 
been formulated. 

A convincing proof of the process of theoretical adjustment 
and reconciliation is provided by the efforts of the suppoi'ters of 

Ik 

the marginal utility theory — described by its opponents as a mere 
play with words, and deprecated us subjective, individualistic 
and mechanical — to fit it into the organic conception of society. 
Wieser^^ recognizes the necessity of making economic theory 
co-^extensive with social theory as exchange activities, or economic 
life cannot be properly considered apart from general social 
relations of dlasses and -groups towai»ds one another. American 
economists like Clai^k and Seligmaii, who have adopted the marginal 
utility theory of value and used it to explain the laws of distribu- 
tion, have systematica*lly rid that theory of its narrow, indivi- 
dualistic import. Seligmun, for instance, speaks of social marginal 
utility and social marginal cost. He puts man and not wealth 
in the forefront of his studies, and contends that in the freedom 
of competition and in the production of wealth not the mechameal 
and individual, but the social point of view must be emphasiiied* 
He also holds that the conclusions of Ethics and Economics 
cannot long remain in conflict as both have to deal with man as 


M See ertioles on X/ibemllsm In the Festgahe lor Lnjo B»hieiu>, 
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a mezuber of organized society. The idea that individual economic 
activity cannot be conceived independently of its organic relation 
to other activities and to the whole community, receives fruitful 
development in the hands of the Neo-liomantic School, and the 
best exponent of this movement is Othmar Span of Vienna.^^ 
According to him, the individual is a ‘ so(nal individual,^ impene- 
treated in all his activities by his social character. Economic life 
is only a means to the iajgei social life, and yet is influenced by 
the whole. All economic problems are solved with this key of 
organic relationship be twee Ji the whole and the parts. Following 
Stammler, Karl Dhiel emphasises the influence of law and social 
order on economic phenomena. He lays down the fundamental 
principle of his thought in the following words: — “ Ail economic 
phenomena are bound up with deiiiiite forms of social organiza* 
tions. Economic theory Ims to explain those phenomena w'hich 
make their appearance within the limits of deflnite org'anizations 
of economic life, held together by legal ties.”^^ Rudolf Stolzman^*^ 
has thrown into bold relief tbe sharp distinction between the 
natural and the social sciences, between nature and freedom, 
causality and tOleolog^’, and looks upon economic society as an 
ox'ganization imbued with aim and purpose. The ideas of several 
other thinkers have moved in a similar direction, and in spite of 
their difleiences with one another, they have a good deal in 
common. 

Points of general agreement, as they emerge out of recent 
discussions, may now be noted : — Economics as a science has its 
pi'ovince well marked out ; it deals with one aspect of social life 
which is retlaled to the eflorts of men to satisfy their w^ants. The 
distinguishing economic activity is the general 

principle of rational human conduct, the principsle of minimum of 
sacrifice. This principle is, however, applied by the individual 

16 ** Pundsment der Volkawirnchaftslehre.” 

17 ** Theoretische NatioDalokonomis,*’ I, 
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within the limits of a community and as its organ, and sul^ept 
to its laws, ethics, usages and traditions. Economic life is noth- 
ing preordained, natural and rigid, and we cannot scientifically 
treat it in terms of quantity only. The science of Economics, 
deailing with such life, has no ideal of its own to pi'each, but its 
theories which are based upon histories^ and contemporary events, 
are calculated to show how the social ends that are proposed may 
be most efficiently attained. Thus are kept apart the provinces 
of Economics and Ethics as sister sciences, as the mixing up and 
the overlapping of the two does not make for the scientific 
treatment of problems. It cannot, however, be forgotten that 
though Economics has no ethical judgments to olfer and must not 
tread on the domains of Sociology and Politics, which are separate 
disciplines, it cannot ignore the intimate relation of these two to 
itself and the influence of social and political conditions upon 
economic life. Hence the preference shown by many authors to 
the name Social, National or Political Economy over Economics. 
This terminology brings out the radical distinction between Eco- 
nomics and the natural sciences with which it got confused in the 
hands of the Classical School. Apart from the fact that we can 
speak of the ai*t of Economics, Political Economy is a practica;! 
science not only in the sense that it bases its generalizations on 
facts of actual life, but on the consideration that its theories must 
throw light on the efficacy of measures which are proposed. It 
must thus deal with dynamic as well as static social conditions. 
The economist is, therefore, compared to a physician who, on 
carefully considering all the circumstances relating to a patient^s 
complaint, suggests what are, according to him, the most suitable 
remedies to combat the illness. Measures of political and social 
reform may, in this way, be judged from the point of view of 
Economic Science, and economic judgments may be offered. Hie 
self-denying ordinance^^ proposed lor the economist that lie Miist 
strictly confine himself to the study of what is and the disoove^ 

W Bruno Sohultr, : Bjr Botwicklun|[ der tbeoretiwohea 
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of the laws by which it has so become and must never venture to 
overstep the bcmndaries to say ■what will be or ought to be, appears 
to be ill-conceived and unnecessary. 2® It is not enough to know 
the why and the how of things, and a knowledge of tlie whither also 
is essential. The restrictions suggested will render Economics 
sterile and useless and will make of it nothing more than logical 
gymnastics. 

When the mechanical and individualistic conception of 
economic life is abandoned, it follow-s that our science has to take 
adequate account of the mutual relations of different classes and 
the equilibrium of various forces in w^orking out its theories. 
Certain activities may be l>eneficial to the private interests of 
particular individuals and classes and at the same time injurious 
to the interests of others; and the Government, representing the 
community, has'' to set matters right. This is indeed the origin 
of all labour and other social legislation. The nation organized 
as a State, is the largest social unit which is bound by ties of 
rights and obligations and by duties and sacrifices, and if the 
equilibrium is seriously disturbed by the action and reaction of 
forces from within or without the community, Government alone 
can rectify the balance. Men and nations can modify and improve 
their condition indeed within certain limits prescribed by Nature, 
but they are not the slaves of the latter, which can be resisted and 
moulded by organized effort, as the history of the Western World 
demonstrates. List’s theory of productive power and his tariff for 
national uplift receive their best supjMjrt from these considerations. 
To speak of World Economics and Cosmopolitanism in this 
connection is as unmeaning as to rely on the seif -sufficiency of 
individualism. For the convenience of detailed study we may 
divide our discipline into Pure Economy, Individual or Private 
Economy, State Economy, National Economy and World 
Economy.®^ But the economy of the most vital importance in the 

Wiibraftdt: “ Einftihntngr in die Volkswirtschaftslehre,** I and IV. 
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world, as it is politically coBstituted to-day, is ITational Economy. 
The doctrines of Economic Science are expected to cover all these 
branches or phases, and it is now generally agreed that there is 
no World Economics comparable to National Economics. We hear 
now-a-days people speaking (and acting) in terms of nationality 
and empire in economic affairs; and empire products, imperial 
markets, imperial preference and interimperial migration, are 
concerned with political policies actually worked out. There is 
indeed the risk of an economic scientist turning out a party- 
politician and of his being a bad politician and a worse economist,*^ 
But this description carries condemnation on its very face. If 
economists are not to give expert advice, what do they exist for 
and what is the meaning in our insisting that their co-operation 
should be sought by Government in investigating and solving 
social problems? Western nations recognize the value of tbe 
services of their economic experts. 

Now, what has been the trend of economic thought and 
practice in India during the last few years? It will be found, on 
a little reflecfion, that the movement, though slow, has been, 
consciously or unconsciously, along the lines sketched above. 
Ideas and policies in this country, were at first under the powerful 
influence of English orthodox opinion represented by Ricardo, 
Mill and Fawcet; but Indian thinkers soon broke loose from ils 
grai^p, and the revolt is best illustrated by Ra node’s masterly ex- 
position of Indian Political Economy. The lead has proved 
effective. Government in India has, for years, recognized its 
function of oorrecting the disturbed balance of social forces by 
legislating to project the ryot against the sowcar, the agricultural 
against the non-agricultural* classes, the tenants against the 
landlords and the workers against their employers. But it hesitated 
to pursue the same policy in relation to the forces of disturbance ’ 
coming from outside. Max Weber*^ has said that econoniih 

22 Adolf Weber r Die Aufgaben der Yolkewiiiiechaftslelii^^ Wlwnscliaft.^V 
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organization is fundainentally rooted in politics, and must, in the 
last resort, be explained tlnongh it. J. M. Keynes showed how 
the Jiritish Government and Paidiament brought depression on 
British export industries by their exchange policy of artificially 
restoring the normal rate in the middle of 1925 ; and a similar 
complaint has been made against Government in this (‘ountr^^ also 
with regard to the exchange ratio. During the last few years, 
at least four important public intjuiries have taken place in India 
in relation to questions of great importance, and certain changes 
which have resulted from them, may be attributed, in no small 
measure, to the political influence of the Indian legislature. The 
Fiscal Commission recommended the adoption of a policy of 
protection and the abolition of the cotton excise duties, and 
Government accepted a radical alteration in its traditional econo- 
mic jiolicy. As an outcome 'of another enquiry, the principle of 
direct Government management of State railways had to be 
adopted, though it had been declared to be uii-economic. The 
Currency Commission condemned the gold excliange standard as 
utterly unsuited to the peculiar conditions of India though it 
failed to give sufl^cicnt weight to such considerations on the vital 
question of gold currency and the exchange ratio. The Royal 
Commission on Agriculture has made one very striking observa* 
tion whicb goes to the verv heart of the matter we are dealing 
with here. Declaring* that the most important factor making for 
agricultural prosperity is the outlook of the peasant himself and 
that the success of all measures designed for the advancement of 
agriculture must depend upon the creation of conditions favour- 
able to progress, the Commission maintains: — The demand for 
abetter life can, in our opinion, be stimulated only by a deliberate 
and concerted effort to improve the general condifions of the 
country side, and we have no hesitation in affirming that the 
responBihiUty for initiating the steps required to effect this 
improvement rests with Government.’' Tt proceeds to state that 
the failure to grasp the full significance of this proposition explains 
the ahsetice of any co*ordixiated effort to effect the required chaxige 
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in the surroundings and the psychology of the peasant without which 
there can be no hope of substantially raising his standard of living. 

This flank and emphatic statement of the Royal Commission 
furnishes the key to a correct understanding of the larger prohloxns 
of Indian Economics — a terminology which, by the way, is still 
found perplexing by some thinkers in this country — and apart 
from' their narrow aspect of immediate political expediency, 
controversies in connection with such questions as those of the 
Reserve Hank, reservation of (‘oastal trade, purchase of Government 
stores, Railway rates and the investment of foreign capital in 
India, are not likely to be intelligible in their economic bearings 
without its help. We have long played hide and seek witli. oiii 
problems. Consider again the conditi(»n of the Indian peasantry. 
The Revenue authorities study it from the restricted point of view 
of taxation and lent, and Ricardo’s theory of rent is used or 
misused in the process. The Tnigatitui Departinent must be run 
on a commercial basis and is concerned with its income from water 
rates to be charged to the cultivator. The F(»re«t Department has 
its own rules to enforce on the peasantry, surely in the best 
interest of the nation’s valuable property. The Agricultural 
Department wants the ryot to adoj)! improved methods, and co- 
operators urge him to join their movement, both with the idea 
of increavsing his income, a good slice of which is, however, taken 
away by the Indian Finance Member through his exchange policy. 
The Government and the TiCgislatuie y)ro])ose to consolidate his 
holdings and prevent fragmentation. The T/ocal Board wishes 
him to pay higher rates to be able to enjov gi'eater amenities of 
life and Government van not do without more money coming from 
the same source. The advocates of preach to 

virtues of the chnrkha. And the sowcar is all the while there 
watching the whole game ^th interest and curiosity. problem 

is thus handled piecemeal, the friends of the ryot play at erofift 
purposes and nobody knows exactly how the agricultural indnetry 
and the peasant stand econoinically. It is hardly realia^ that 
.no amount of 'reeearch 'bn crops, vferMliiser^;. and... 
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valu&ble in tlieiiifc>elvefe — will inijHove tiie coiidition oi the pea»aiiti^ 
until w'e study the ryot as a whole as well as in parts. An 
intensive study of the dillerent aspei'ts ol his life and activities 
is indeed indispensable, and much work has still to be done in this 
direction. We, in this ( 'onfeience, have been doin^ our bit and 
discussing such problems, c.^., marketing* and land tenures, and 
much more needs to l)e done ihroughout the country along the 
same lines. Hut we must also see things iji tlieii* proper perspective. 
The 80(*ial, the organic, the national point of view must never be 
lost sight of in all such (questions. 

It will be supei'fl noils to state that in our teaching and study 
the foundations of general economic theory must be laid strong and 
deep, and a weak grasp of it is jesponsible for much of the 
inefficiency and futility of Indian education. W^e have a rich 
store of literature to draw upon for this pin pose. and it has to be 
fully utilized. Detailed investigation and research into all 
branches of social life is the gi'eat need of the hour in India, and 
our igniorance in this regard is colossal. (,k)lle(^tion of facts and 
tlieir iiiteri>retiition will enable us to apply, illustrate and modify 
economic theory where necessary and even to leconstruct it. And 
then comes the scrutiny of measures of reform proposed and the 
formulation of policies for the guidance of (loveinment and public. 
As we cannot negle(*t the first, we must not figlit shy of the last. 
It should not be forgotten that Economics has been, from its 
Idrth, a theoretical and a practical science and that while inspired 
by prevalent forms of philosoi)hy, it has had its eye on and not 
lost touch with reality of life. Recent tendency of thought makes 
this quite clear, and text-books on Economics^ pay special 
attention to economic policy, devoting .separate chapters or 
volumes to the discussion of practical economics.^ The problems 
to be handled are too numerous to mention here, covering, as they 
do, the whole of India’s social and economic life. In studying 
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and expressing opinions on them, the economist has to do his work 
patiently, scientifically and fearlessly in view of the country -s 
history, its social structure, its philosophy, its political condition 
and its needs of material development, leaving it to the statesman 
and the politician to use the lever of authority to carry through 
measures of national benefit. These are the lines we have to 
follow in this country, and that is the purjiose and the province of 
Indian Economics* 
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28. Ml*, llabibur Baliman (Hyderabad). 

29. Mr. A. Wickramaranc (Ceylon). 

00. Mr. P. V, Ghosh (Cahmiia). 

01. Mr. P. 8, Lokanathun (Madras). 

02. Dj*. Andreas Nell (Ceylon). 

03. Mr. K. C. Ramakrishna Iyer (Madras). 

04. Mr. 1). (y. Kai’re (Poona). 

05. Mr. 8. K. Muranjan (Dharwar). 

06. Mr. V. L. D’Souza (Mysore University). 

37. Mr. B. Tirumalachar (Mysore University). 

38. Mr. Gyan Chand (Patna). 

09. Mr. T. Ramachandra Rao (Madras). 

His Highness welcomed the memliers of the Conference and 
his speech has already appeared in the press, a.s also the speech 
of RajasabhabliHshana Mr. K. Chandy, Vice-Chancellor, Mysore 
University. 

Professor T. K, Doraiswamy Iyer proposed and Professor 
Janies Kellock seconded that Professor V. G. Kale be President. 
Thereupon, Prof. Kale delivered his Presidential AddreSvS which 
has also appeared in ihe press. 

Principal G. Findlay Hhirras proxiosed a vote of thanks to 
His Highness the Ynvaraja for graciously opening the Conference, 
Thereupon, the Conference adjourned arnl met at 11-30 a.m. for 
discussion of the Papers in the Durbar Tent, Staff Quarters, ivhere 
a large number of delegates w^ere staying. 

The first subject that was taken up for discussion was liond 
Tenure. Four Papers had been sent, t«.-— 

1. The System of Irand Tenure in Some Districts of Smith 

Bihar (Mr. Gyan Chand), 

2, Land Tenure in Kumaon (Dr. D^ Pant), / 
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3. Transfer of Occupancy Rigiiis in North Bihar 

(Mr. B. B. Mukerjj), and 

4. The Economic Incidence of Tenurial Systems (Dr. P. J. 

Thomas) . 

Mr. Gyaii Chaiid (Patna) who opened the discussion 
emphasised the doiniiiant position occupied by I lie landlords in 
South Biliar. Some of these landlords in the distiii ts mentioned 
were indeed very small ones, but they subjected tlie tenants to 
rack renting. He argued that the system of produce rents led to 
inefficient cultivation. The existing system of land tenures and 
the relation between the landlord and the tenant did not afioid 
scope for agriculturcul improvement. 

Dr. D. Pant (Lucknow) who followed, liriefly summarised his 
Paper, and in particular emphasised the need for obtaining for the 
com in unity the benefit of the lands now enjr>yed by temples and 
their jiriests. He w^as also of opinion that increase in land 
assessment should be made clear to the person who is called up 
to pay more. 

Mr. B. B. Mukerji (Muzaffarpur) suggested the necessity for 
legislation on the lines of tbe Tiand Alienation Act in the Pun.fab, 

Mr. N. S. Narasimhan (Trivendnim') was of opinion that the 
terms of reference to the Royal Commission on Agriculture were 
defective in that they placed questions relating to Laud Tenure 
outside the scope of the Commission, and argued that there was 
an intimate connection between the tenure^ and cultivation. He 
advanced the position that economy of labour was not desirable 
in Indian agriculture, since there was no alternative occupation 
for labour released from land. Tlierefore, efficiency of agriculture 
was to be gauged bv the numher of persons that found occupation 
on land. 

Mr. C. J), Thompson (Allahabad) described the new legisla- 
tion in the TTnited Provinces to protect Occupancv Rights, as a 
result of which on the one side tenants had been given tenure for 
life; and three years hevond for the heir, while on the other, the 
landlord w the land of the tenants if he 
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was g^oing ta cultivate himself. Thus both peasant fanaing and 
capitalistic farming would be given a chance, and the Ijegislature 
should know how to move forward. He pointed out that there 
would alwuiys be a surplus, and an increasing suridus, from land. 
These surpluses might be well used or ill used, whether given to 
the tenant, the landlord or the Government. The right po^licy 
was to give the surplus to that body that w“as capable of using it 
best, to the best advantage of the community. 

Mr. T. K, Doraisw-amy Iyer (Madras) objected to landlords 
being called parasitical, for that matter the professional classes 
might be called ]jarasitieal. Agricultural prosperity would only 
be promoted by piopei: co-ordination of the activities of the 
different ageurcies of Government. as w’ell as correct public 

opinion were required to create conditions which would result in a 
higher standard of life for the cultivator. 

Mr. S. K. Muranjan (Dharwar) jiointed out that produce 
sharing would give a incentive to landlords to effect 

improvements, whereas cash rents would be attractive only in a 
period of high prices. He suggested the establishment of 
machinery to revise produce rents every ten years. He was 
opposed to Professor Mukerji\s proposal wdth regard to the 
compulsory acceptance of restripment, as it was unsound and would 
not relieve the main difficulty. 

Mr. K. C. Earnakrishna f.Madra^) painted out that no Eoyal 
Commission could tackle the question of land tenures, as it was 
extraordinarily comidex and varied from jirovince to province. 
The work could be better done by local committees. The main 
source for the agrarian trouble w^as pressure of population, and 
he suggested reclamation of waste lands, encouragement of internal 
migration, industrial development and measures to regulate 
population. He pointed out that legislation to regulate land 
alienation did not achieve its object, and conferred benefits on 
classes that required no such he'lp. The situation called for 
greater inducement to the urban and professional clashes to seMe 
on land, 
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Mr. Habibur Eahman (Hyderabad) was of opinion that the 
Govemnient did not interfere enoiig^li in the matter. 

Mr. R. M. Joshi (Bombay) took exception to Mr. ISTarasimhan^s 
remarks and pointed out that they must keep the goal clearly in 
mind and devise methods to reach the same. The goal was 
maximum produce and not maximum employment of workers on 
land. If maximisation of produce led to unemployment the 
persons thrown out must resort to other avenues. The main 
question with regard to land tenures was the discovery of a system 
which gave the maximum yield from an acre. This question 
should have been tackled by the Royal Commission. Unfortunately, 
they tackled other problems which had already been discussed 
threadbare. 

The President in bringing the discussion to a close pointed 
out that mere tenancy legislation would be of no avail without an 
all round improvement. The relations between the landlord and 
the tenant should be placed on a better footing. He was also not 
prepared to accept the position that maximisation of yield could 
be envisaged without reference to the field of employment open 
to the people of the country. 

FEDERAL FINANCE 

In the afternoon, after (lunch, the Conference ^ook up the topic 
of Federal Finance for discussion. Several Papers had been 
submitted to the Conference, mz . — 

1. Federail Finance in India by Prof. K. T. Shah. 

2. Division of Functions and Division of Resources in 

India hy Prof. R. M. Joshi. 

3. Central and Provincial Financial Relations in India 

by Prof. S. V. Iyer. 

4. A. Revenue System for Indian Centra:! and Provincial! 

Government by Principal T. K. Shahani. 

Fediera! Finance or a Plea for the Rationalisation of 
Award by Prof. D, Q, Karve. 
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6. Memorandum and Statistical Tables on the Need for 
Readjusting’ Central and Provincial Finance in 
India by Principal G. Findlay Sbirras. 

Mr. Shall of Bombay in opening the discussion said that there 
was an irresistable and inevitable drive towards Federalism. In 
any scheme of Federalism the Indian States could not be left out 
of consideration, though a distinction may have to be made between 
the interests of the Princes of these States and those of the peoples 
in these States. The problem was, how to redistribute the financial 
resources of the country so as to guarantee to each pait a maximum 
of civilisation. A great deal of leeway" had to be made up, as 
certain services had been greatly neglected. There was also a 
considerable margin for reducing expenditure. As regards the 
States, apportionment of Customs was not possible, but there might 
be contributions in cash, after once a basis had been obtained with 
regard to their legitimate share of expenditure on the army. 

Mr. Shahani (Bhavanagar), who followed, said that the 
Montford Reforms which differentiated Provincial from Central 
Finances failed to realise two important principlevS, viz ^ — 

1. To assign to each sphere of Government revenues 

adequate for the piirposes of the functions to be 
discharged. 

2. To demarc ate spheres of Government so aa to make the 

revenues accrue from the sphere of Government. 

He said that the Meston Committee had similarly failed to 
appreciate these principles, since they were engaged in the task 
of converting a unitary system into a federal one, and, therefore, 
their principal aim was to fortify the Central Government 
financially. Mr. Shahani drew a distinction between the functions 
of the Central and the Provincial Governments : the former 
related to maintenance of integrity, unity and safety and the 
latter related to development. He therefore proposed that the 
Central Government should take Customs and all Excise (includ- 
ing country liquors), Currency, Railway, Commercial Stamps, 
Posts, Telegraphs (for reserve fields — 8ue<^sion duties, tqbaCOO 
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excise), while the Provincial Government should take taxes on 
incomes and property (Agricultural income included), Forests, and 
Irrigation, Judicial Stamps, Entertainment Taxes, Licenses and 
Registration Fees. (For leserve fields — Corporation Taxes.) 

Mr. R. M. Joshi (Bombay) pointed out that the two main 
sources of Provincial Revenue were inelastic and decreasing, 
whereas Central Government had in Custom and Income Tax two 
sources which were greatly elastic. In his opinion, Excise revenue 
should be transferred to Central Government, while personal 
income tax should go to the Provinces, ll would then be possible 
to link up Military expenditure which should be reduced yari 
passu with Excise, which also required reduction, and possibly 
might even disappear by the adoption of the policy of prohibition. 
Mr, Joshi advanced the doctrine that land revenue was in fact a 
local rate which should be utilivsed for rural education and develop- 
ment, and therefore should be transferred to local bodies. He held 
that ability to pay could never be the basis fur land revenue. 

He was followed by Messrs. S. V. Iyer (Dacca) and Karve 
(Poona), tlie latter ol whoiii ill addition to advancing the main 
position of his Paper o])i)osed prohibition by legislation. 

4th January^ 1929 : 

Mr. Gyan Chaiid (Patna) who continued the discussion was 
anxious to get away from the ‘‘ Meston Award.’’ In future each 
Province should give according to capaidiy and get according to 
needs. It w’as no doubt true that the past liabilities could not 
be liquidated at once. Any scheme was piovisional, but the 
transfer of land revenue to local authorities, as proposed by Mr. 
Joshi, was unthinkable. The point he wanted to emphasise was 
that the fundamental liasis of the Meston Settlement was wrong. 
They wanted to have a financial clean cut to fit in with adminis- 
trative clean cut. Provincial autonomy w^as linked with financial 
segregation. Such a system obtained nowdiere in the world. He 
was opposed to the transfer of the Excise to the Central Govern- 
ment and was equally convinced that Provincial Inc ome Tax was 
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imposBible. With regrard to a tax on agricaltural inoomes which 
had bees sugg'ested iu the Papers, he considered that what was 
wanted was differentiation iii respect of large incomes. This need 
could be met by a giaduated tax on the capital value of property 
in addition to land revenue. Finally, he urged the need for a 
permanent financial commission to deal with these and other 
questions. 

Mr. Findlay Shirras (Alimedabad), in summarising his Paper, 
explained how he attempted to ascertain the taxable capacity of 
the Provinces. He considered that the industrial provinces had 
not come out of the Meston Settlement equitably. He drew 
attention to his spwific proposal of additional taxation and 
suggested a Council to regulate borrowing. In his opinion 
personal incomes should be taxed by the Provincial Governments. 

Sir Charles Todluinter (Mysore) who was invited by the 
President to participat^i in the discussion suggested for the consi- 
deration of the Conference the expedieii(*y of a basic rate for 
Imperial Revenue with additional rates for the Provinces. In 
respect of Excise, he considered that the enormous number of rates 
in vogue at present should l>e I’educed. He did not consider that 
the Income Tax could be transferred to the Provinces. 

Mr. Batheja (Patna) pointed out that all the suggCvStions would 
be futile unless they proceeded from the point of view of expendi- 
ture. It must be remembered that expenditure even of Provinces 
could now be increased by the Secretary of State for India. With 
regard to transfer of Excise to the Central Government, the 
Conference should note the consequence to Provinces like Bihar 
and Orissa, which depended to a very large extent on the revenue 
from Excise, the loss of which would not be compensated for by 
the transfer of Income Tax or by taxation of agricultural incomes* 
He considered that reversion to divided heads might after all be 
necessary and that Excise and Income Tax may be so divided. A 
clean cut was out of question, and in view of the fact that develop- 
ment was solely needed, the country wanted additional soureea 
of revenue. 
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Mr. T. K. Doraiswamy Iyer (Madias) said tliai tlie “ Mesioa 
Award ’ ’ was made under tlie belie! tiiut political i eai i angeiaeat 
required fiiiancial readjustment. He agreed tliat a clear cut in 
finance was neillier desiiable nor possible. A reconsideration was 
necessary in respect o£ provincial finance. In a period o! surpluses 
redistribution was no doubt easy, but the policty o! clear cut had 
failed. There was a need lor stock-taking, and it must be remem- 
bered that there might be changes in the disiribulion oi Provinces 
as well as in the finances of the Central Government which would 
upset any temporary equilibrium that might have been reached. 
He held .that ail expenditure that resulted in common benefit 
should be financed by taxes based on ability. 

Mr. C. X). Thompson (Allahabad) argued that the distinction 
drawn between Agricultural and industrial Provinces was unten- 
able. The real contrast was between the rural and the urban areas 
in all the Piovinces. The so-called xVgx'icultural Provinces were 
rapidlj^ becoming industiiai and even the United Provinces was 
importing food, the conventional sign of an industrial area. There 
w'as no doubt that the cities were relatively undertaxed. He 
considered that three things made the distribution of taxation 
inequitable as between the rural and urban areas. In the first 
place, industrial incomes were on the whole less heavily taxed 
than, agricultural incomes. Secondly, urban laud was taxed lighter 
than agricultural land, and lastly the prevalence of permanent 
settlement in some provinces made taxation uneven since the rate 
of taxation varied from 8 per cent to 80 per cent. He emphasised 
that in addition to the Central and Provincial Governments, there 
was a third partner, viz,^ Local Bodies. He considered thai a 
percentage tax on the capital value of land was urgently called for. 

Mr. Muranjan (Hharwar) questioned the reliability of Mr. 
bhirras Index JN^umbers, If his arg’ument held, ryotw’^ari provinces 
would be condemned to stagnation. He w^as opposed to the transfer 
of Excise to the Central Government since prohibition should be 
a matter for Local Governments to deal with. Prohibition w-ould 
mean increased Police work, and Police was a provincial subject. 
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I’inallly, he drew attention to the fact that the Central Government 
possessed the power of aifecting* the provincial revenue by its 
currency policy, and considered that some arrangement should 
be made for compensating the Provinces for losses resulting from 
the adventures of the Central Government in Currency Legislation. 

Mr. Dhariwal (Indore) drew attention to certain general 
principiles which should be borne in mind in such discussions, and 
was anxious that any proposals the Conference should make 
should be regulated by practical consideration. 

Mr. Kesava Iyengar (Hyderabad) argued that so far as the 
bigger Indian States were concerned, there was no place for them 
in any federal system, 

Mr. I). N. Banerjea (Dacca) was sceptical about the chances 
of undoing the permanent settlement of Bengal and pleaded for 
exempting indigenous tobai'co from taxation, 

Messrs. Shah, Shahani and Joshi replied to the criticisms on 
their Papers. Mr. Shahani was anxious that the provincial execution 
should depend for its supplies only on the Provincial Legislature 
aSnd not on contri})utions from the Central Government. 

Mr. Joshi considered that the provincialisation of Income 
Tax, which also included a tax on agricultural incomes, would 
compensate the Provin(.*es for the loss of excise. He was in 
favour, however, of leaving to the Central Government the tax on 
the incomes of Corporations. 

Mr. Gyan Chand (Patna) continued the debate. He emphasised 
the disparity between the conditions of the different Provinces, and 
pointed out that Bihar and Orissa with a population of 34 millions 
had been spending 47 lakhs on Education while Bombay with a 
population of 19 millions had been spending 183 lakhs and argued 
for a general levelling up, special assignments being made by the 
Government of India. He wanted the Indian States to surrender 
Customs and Transit duties to the Central Government, they, in 
their turn, being relieved of the burden of the tributes and the 
maintenance of troops. 

Mr. V. L. D’Souza (Mysore) called attention to the financi^^^ 
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position of tlie Indian States, He emphasised the need for the 
remission of the tributes. 

LOCAL FINANCE 

The Conferen(‘e then proceeded to discuss the Papers relating 
to Local Finance. The Papers were: — 

1. Panchayet Finance by Mr. V. L. D’Souza. 

2. Some Asp€*cts of Local Finance in British India by 

Mr. B. (i. Bliatnagar. 

3. Development Finance by Mr. 11. R. Batheja. 

4. Prohibition and Prohibition Finance in the Bombay 

Presidency by Mr. S. K. Miiranjan. 

Mr. Thompson (Allahabad) in introducing Mr. Bhatnagai *s 
Paper in the absence of the writer said that the statistics showed 
that Local Bodies had large balances which might have been used 
instead of resorting to loans. He also believed that considerable 
(capital expenditui'e was incurred out of current revenue, whereas 
such expenditure, c.g.^ that on school buildings, should have been 
met by borrowing. 

Mr. Muranjan (l)harw*ar) discussed Prohibition in reflation 
to Tx)cal Finance. He sugg’ested that the Bombay Corporation 
should hear a share of the cost of Prohibition, since the textile 
industry would he mateiially benefited. 

Mr. D ’Souza (Mysore) described Mysore legislation in respect 
of Local Bodies, He argued that Land Revenue should be made 
a local charge and that communal laboui' should be organised and 
harnessed to village reconstruction through the Panchayet. He 
also pleaded for grants-in-aid. 

Mr. Batheja (Patna) summarised his Paper on'* Development 
Finance ” and suggested that instead of taxation, people should 
be required by voluntary agreement to render services. 

6th January, 1929 : 

Mr. S. V. Iyer (Dacca) deprecated the Industrial conscrip- 
tion proposed by Mr. Batheja, 
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I)r. P. rT. Thomas (Madras) emphasised the impoi^tance of 
Local Bodies and their functioning, and wanted that they shoald 
be given larger funds for carrying out rural reconstruction, in 
particular a share in the Land Revenue. 

Mr. P. S. Lokanathan (Madras) considered Mr. Batheja’s 
distinction between poverty in money and richness in commodities 
and services misleading, while a certain amount of voluntary 
services was no doubt desirable, and possible, anything beyond 
this was out of question. 

Mr. D. N. Banerjea (Dacca) deprecated conscription of 
labour. 

Mr. Habibur Rahman (Hyderabad) put several questions to 
Mr. Bathe ja fo ascertain his points of view and the correctness of 
his calculations. 

Prof. S. Kesava Iyengar (Hyderabad) argued that Indianisa- 
tion of services and of capital would be a great help in freeing 
funds for a policy of development. 

Mr. T. K. Doraiswamy Iyer (Madras) said that the underlying 
idea in Mr. Batheja’s Paper was commendable. He evidently 
wanted to break' the vicious circle of lack of deveilopment and lack 
of resources. There was the obvious fact that the vast x>opulation 
of the country had low resoxirces in respect of commodities, but 
vast ones in respect of human material. Tlie Problem was to 
utilise the latter. This was in itself worth serious consideration, 
but the methods proposed were not satisfacfory. 

Dr. D. Pant (Lucknow) pointed out that we were working 
from the apex downwards. We had to find means for rural 
reconstruction by allocation of funds or in other ways. Compulsion 
would destroy the entire scheme of rural development. One 
course would, however, he reduction of Military expendi- 
ture. 

Mr. Thompson (Allahabad) argued that certainly the problem 
would be solved in terms of labour, and village roads in particular 
could be improved by rendering of s'^rvioes by the village folk, 
but compulsion was out of question. 
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After Messrs. Kaindar and Batheja had spoken, the President 
snmniarised the discussion as follows: — 

Before close I should like to make a few remarks. 1 am 
going* to impose uj)on myself the usual time limit. I must 
generally say that the discussion which has taken place during 
fjhe last, two days on the problem of finance lias coA’ered a very 
wid€^ field, but I am sure it has been fruitful. The issue before 
the country today is what is to l>e done with regard to the division 
of finances between Provincial and Central Governments? and 
Provincial and Local Governments. Being so vitxilly important, 
it is hut natural that this Conference should have devoted so much 
time to its discussion and to finding out a solution. Ti might be 
said that, after all this wrangling and heat, we have not arrived 
at any certain decision. • There is nothing to be suvj)rised at in 
this. Even if a Iloyal Commission had undertaken the task, it 
would not have come to a definite or an unanimous conclusion. 
There would have been minonty i*eports and dissenting minutes. 

are expected in these Conferences not to frame out and dry 
scliemes. AVe have aimed at exploring* the ■whole field and 
attempted to devote as much of our time and attention to the 
discussion of every phase of the problem ; and from this point of 
view, we have done our level hevSt to be of service h) the Govern- 
ment and to the country at large. 

AYo have tried to consider the static and dynamic points of 
vieAv. First of all, we have taken things as they are — Provincial 
GoA’ernnients as they are : the Central Goveniment as it is, and 
tried to find out how the sources of these Governments could be 
distributed, in the first instance with regard to the decision of the 
Meston Settlement. We have had also to consider the possibilitieis 
of the near future. We expect that as a result of the enquiry 
going on now^ into the constitution of India, full Provincial 
autonomy might be granted, and in that case, there is a possibility 
of a federal constitution being evoilved; and therefore we have 
paid due attention to that phase of the problem. The chief 
problem before us is thus two-foild : firstly, how would we 
F. 49 
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redistribute the existing: resources; and considering: the possibili- 
ties of the near future, how should we redistribute Governmental 
functions and revenues? 

In connec'tion with this aspect of possibilities, we have 
considered <al8o the position of the Indian States vis^a-^vis British 
territory. In the course of our discussion, it appears as if certain 
observations have been made, which, some mig’ht consider, should 
not have been allowed. But I can assure those critics of ours that 
nothing* was farther from the mind of those speakers than to 
wound the susceptibilities of tlie Indian States or other interests 
concerned. I hope I speak the mind of this Conference when 1 
say that. In fact, if such obseiwations had been made, I would 
have ruled them out of order. We have been here to determine 
the financial relations between the States and the British- Indian 
Government. Whatever their existing* constitutional position may 
be, we are here concerned merely to cx)nsider how tlie Indian States 
may be fitted into a scheme of federal finance ttiat is likely to be 
put info a scheme of federal finance that is likely to be put into 
operation in the near future. Tliere are two possibilities for us 
to consider; if they are sovereign powers, contra(*tual relations may 
liave to be established between them and the rest of India, or they 
may choose to go into the Indian federation just like the Provinces, 
What many of the members had in nn'nd was that, alter all, the 
rulers and subjects of Indien States are Indians, and when we 
want to estimate taxable capacity of the power of consumption, 
in fact, whencA^er we take all the economic factors into account, 
Indian States, subjects, and rulers, and their purchasino: poAver, 
must equally 1>e taken into account in ((msidering: India as a 
whole. It is from that point of vieAv you were addressed in 
relation to that subject by some members. If that is correctly 
understood, I think the remarks haA^e been helpful. 

Another important i)oint that has been brought out is this. 
The Meston Settlement has been found to be utterly unsatisfactory. 
Consequently that settlement must be unsettled to suit the 
requirements of the Provinces as well as of Central Governinent, 
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Therefore, the qiiesftion is how 1o redistribute the resources. A 
good deal of dispute has arisen as to the method of redistribution. 
With regard to tlje necessity, it is admitted. Whether by retrans- 
ferring or by allocating certain sources of revenue, this object 
could be achieved, has been the subject of controversy. But 
I think even here, iheie is a good deal of uimnimity. We are 
not going to consider tlie present system as sacrosaiK*!. AVe are 
not prejiared to tliink that a clear-cut division is essential as we 
find in the existing ai rang'ements. There is no risk to provincial 
autonomy if there is a division, and we shall not abhor all divisions 
of resources between (Viitral and Provincial Goverinnents and 
stand out for a clear cut. 

There are two or three ways in which this can be done. Mr. 
Joshi for instance has jxiinted out an alternative course. It is 
not foi* the (kmfereiice, however, to say This is oui’ scheme. 
Even a Iloyal Coinniission cannot l>e expected to be so definite and 
exact. AVe i)oint out alternatives and say ‘‘ Try to work that 
out in practice.” 

Figures and statistics will liave to be worked out for a 
detailed scheme. In Indfa, however, we have got a famine of 
statistics, and have to make the most of such as we have got. i 
hope this question of finance will be tiiken up by the Conference 
next year again. In the meanwhile tliere will l:e reports and 
schemes put forward for the consideration of the country, and 
statistics and facts wull have to be collected, and to-day we have 
given the lead in bringing abo\it the more important aspects of 
the problem, and in that way vre have contributed, I hope, to 
the final solution of the problem. 

Many people make light of administrative difficulties. But 
I do not think that w^e are not conscious of these difficulties. All 
wel do is to point out the theories and say that this is what is 
theoretically sound and should Ik? adopted in practice. If that is 
not i)racticatl, keep the ideal before you and try to rise to the ideal 
as soon as practicable. 

It appeared as if there was some provincial patriotism imparted 
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into the debate, but unless w© are prepared like this to understand 
the view-point of other Provinces, we cannot b© clear as to where 
we are, I am g^lad of the heat as it has brought also light on 
this topic. 

The last point 1 wish to make is that we cannot place ixny 
particular constitution outside India as our model. We have a 
number of models before us. We have to take the good points of 
those models and adjust them in our own necessities and conditions. 
We do not l)elieve in financial and economic* revolutions, and it 
is by w’ay of adjustment that our g'oal can l>e reached and therefore 
if we can otter a scheme, it nxight have to l>e revised, say after 
five years. But there is nothing* wrong* in that. 

Before 1 (dose I want to take this occasion of ottering our 
respectful thanks to His Highness the Maharaja for the splendid 
and generous hospitality that he has extended to us. 1 want also 
to thank Sir Charles Todhunter for the great iulerest he has taken 
in the work of this (■onference and the hel]) lie has given to our 
Local Secretary. We are similarly thankful to the Vice>-Cliaucellor 
for the great interest he has taken in our work, which he has 
shown by his coiitiuual presence. In spite of our wrangliugs, he 
has kept his head very cool, and we hope he will carry away a 
good impression. We are very thankful to the UniverRity for 
having allowed us to hold this Conference under its auspices. 

AVe have to thank tlie lioc il Coiuinittee and particularly the 
Secretary who has been wratched going about from one jdace to 
another for looking after our needs. 1 tliiiik he has been travel- 
ling in a motor car alwajvS, and I am reminded of the deer in 
Kalidasa ^s “ Sakuiitala ’’ which ivS described as being more in the 
air than on the gi*ound. Mr. Subba liao was more on the motor 
car than on the earth. We must thank him for his strenuous and 
unselfish work. 

Lastly, we must all thank the volunteers. Had it not been 
for them, the work of this Conference would not have been as 
successful as it has turned out to be. 



INDIAN ECONOMIC ASSOCIATION 


Twelfth Cofiference, Mysore, 1929 

MINUTES OF THl^; ANNUAi> OENllRAL MEETING 

The Twelfth Annual General Meeting’ of Ihe Indian Economic 
Association was held in the Durbar Tent at Staff' Quarters. 
Mysore, on SatxirdaA , fhe 5tli of rlanua.r\ , at j).in. 

Present: 


J. Mr. V. (i. Kale, Poona, Piesidtmt {in the Chair), 

2. Mr. D. N. Panerjee, Dacca. 

3. Mr. T. Kaniachandra. Kao, Madras. 

4. Mr. P. P. Mukherjee, Mu^zaifaiinir. 

5. Mr. llabibur Kahnian, Hyderabad (Deccan). 

(). Mr, N. S. Kara si mil a Iyengar, Trivandrum. 

7. Mr-. P. J. Thomas, Madras. 

8. Mr. S. Kesava. Iyengar, Hyderabad (Deccan). 

9. Mr. T. K. Dxiraiswamy Aiyar, Madras. 

10. Mr. H. Sinha, Calcutta. 

11. Mr. P. S. l.okana.tlian, JMadras. 

12. Mr. H. 11. Ikitheja, Patna. 

13. Mr. D. G. Karve, Poona. 

14. Mr. D. Pant, Lucknow. 

15. Mr. Gyan Chand, I^atna. 

16. Mr. S. V. Ayyar, Dacca. 

17. Mr. K. H, Kanidar, Baroda. 

18. Mr. K. B. MadhaTa, Mysore. 

19. Sir Charles Todhunter, Mysore. 

20. Mr. M. R. Bijawargi, Indore, 
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21. 

Mr. 

E. 

S. Sunda, Madura. 

22. 

Mr. 

K. 

0. Eamakrishnan, Madras, 

23. 

Mr. 

B. 

Tirumalachar, Mysore. 

24. 

Mr. 

V. 

L. D’ Souza, Mysore. 

26. 

Mr. 

s. 

K. Muranjan, Dbarv’^ar. 

26. 

Mr. 

T. 

K. Shahani, Bhavnagar. 

27. 

Mr. 

S. 

V. Kanungo, Indore. 

28. 

Mr. 

A. 

Hell, Kandy, Ceylon. 

29. 

Mr. 

N. 

Wickramaratne, Kandy, Ceylon. 

30. 

Mr. 

James K el lock, Btombay. 

31. 

Mr. 

1.. 

N. Ghosh, Agra. 

32. 

Mr. 

N. 

S. Subba Rao, Mysore. 

33. 

Mr. 

L. 

(’. Dhariwal, Indore. 

34. 

Mr. 

A. 

A. Perera, Kandy, G^ylon, 

35. 

Mr. 

E. 

M. Joshi, Bombay. 


The Minutes of the la«st Annual O^eneral Meeting* at Lucknow 
were read and confirmed. 

The lleport of the lion. Secretary and Treasurer and the 
audited Statement of Accounts for the year ending 30th September, 
1928, w^ere read and approved. 

A resolution was adopted appreciating the services of the 
Hon. Auditor, Mr. Arjun K. S. Aiyar, Incorporated Accountant, 
Bombay, and re-electing him Hon. Auditor for the year 1929. 

An audited Statement of Accounts of the Indiim Journal of 
Economics was placed before the meeting by Mr. C. D. Thompson, 
on behalf of the Economics IJepartment of the University of 
Allahabad. 

Mr. R. M. Joshi moved and Mr. S. V. Ayyar seconded— 

(1) that the Conference ISTumber .should, if possible, be 

published before the end of January; 

(2) that it should include only those papers which had 

already been pre-printed in book form ; 
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(3) that Papers siihmitted later to tl)e Coiiference and a 

suramary of discussions on all the Pajxus shoiild be 
published in the April Number of the Touinal; 

(4) but that in th(» ease of the Memoraiiduui ])laeed before 

the Conference by Mr. (j. h'indlay Sliirras, only a 
summary of the same, to be piej)ared b\' Mr. Shirras 
himself, should b(^ jjiiblished in the April Number. 

The proposition was carried ru^irir con, 

Mr. N. S. Subba Kao was unanimously (‘h^eted Piesideiit of 
the Association for the year 1921)' and Mr. K. M. Joshi Hon. Secie- 
tai-y and Treasurer. 

The following gentlemen were elected tin nilxus of the Edito- 
rial Board of the Journal on behalf of tlu' Association for the >ear 
1929:— 


1. Mr. Y. Q-. Kale, Poona. 

2. Mr. Pramatlm. Nath Ba.nerjee, Calcutta. 

3. Mr. T. K. I)uraiswam3^ Aiyar, Madras. 

The following gentlemen were elected members of ilie 
Executive Committee of the A.ssociation for the year 1929: — 

1. Mr. P. J. Thomas, Madras. 

2. Mr. Y. (K Kale, Vooim, 

3. Mr. K. B. Madhava, M\sore. 

4. Mr. T. K. kShahani, Bhavnagar. 

5. Mr. Kadha Kamal Mukherjee, laicknow. 

6. Mr. Ounimukh Singh, Benares. 

7. Mr. H. R. Batheja, Patna. 

8. Mr. A. C. Sen (lupta, Nagpur. 

9. Mr. P. Basil, Indore. 

10. Mr. J. 0. Sinha, Dacca. 

11. Mr. J. W. Thomas, Lahore. 

12. Mr. S. Kesava Iyengar, Hyderabad (Deccan). 
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The invitation from the University of Allahabad to hold the 
next Oonference there during the Christmas Holidays of 198&-30 
was accepted and Prof. 0. D. Thompson was elected Hon. Local 
Secretary for that Conference. 

The following subjects were selected for discussion at the 
Allahabad Conference : — 

(1) Marketing. 

(2) Indian Finance. 

(3) Development of economic thought in the twentieth 

century (cither an individual author or a specific 
theoi’y to be selected by the writer of a Paper). 

It was resolved that — 

(1) Papers should be submitted in typescript form only and 

should not exceed more than ten pages of the Journal 
in length ; 

(2) that the subjects for discussion at the Allahabad Con- 

ference should l)e intimated to all members of the 
Assooiatioii not later than 31st March, 1929; 

(3) that the last date for ac(?ei)tance of Papers by the Hon. 

Secretary and Treasurer should be 30th September, 
1929; 

(4) that the Hon. Lin al Secrctaiy should despatch printed 

copies of such l^apers, not later than 15th December, 
1929, to those members who intim^ite to him in time 
in writing that they will attend the Allahabad Con- 
ference ; 

(5) that w^riters of Papers who fail to send them to the 

Hon. Secretary and Treasurer in time, i.e., so as to 
reach him before 30th vSeptember, 1929, must send 
100 printed copies of the same to the Hon. Local 
Secretary, Allahabad, so as to reach him by 16th 
December, 1929, at the latest; 
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(6) that no Papers will in any case be accepted after that 

date. 

(Moved by Mr. B. M. Josbi, seconded by Mr. N. S. Narasimha 
Iyengar, carried nem con-) 

Mr. Hadhakainal Mnkerjee was not present to move the 
proposals of which he had given formal notice, and Mr. N. S. 
Narasiiulia Iyengar withdrew the nolite of motion which stcK)d 

in his name. 

A vote of thanks to the Chair brought the meeting W a close. 
V. G. KALE, B. M. JOSHI, 

President. Hon. Secretary and Treasurer. 
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Report for the year emling 30th September, 102S 

At the beg'inniiig’. of the year there were 126 members on our 
register. Of these 20 resigned during the year and 20 new 
members were enrolled so that at the end of the year our strength 
of membership was maintained. 

This year the Association was able to enrol its first life 
Member in Mr. li. D. Dalai of Bombay. 

The Asvsociatioii is grateful to the Ile<‘eption Committee of the 
Calcutta Economic Conference for the donation of Rs. 100 kindly 
made by them towards the funds of the Association in March last. 

From the audited Statement of Iteceipts and Payments, it 
will appear that the financial position of the Association has 
appreciably improved during the year under review. 

E. M. JOSHI, 

Hon, Secretary a/nd Treaswr^r, 

The Sydenham College of Commerce 
and Eoonomics, Port, Bombay, 

15 th December^ 1928. 
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STAFF. OF ACCOUNTS OF THE JOURNAL 



Profit and Loss Account for the Year ending 
SlstMay, 1928 



• Rs. a. p. Rs. a. p. 

Not worth ... lls. 3,687-1-1 ... Fixed deposit ... ... 2.000 0 0 

L/eiis Journals 

received back (-ash in Bank ... ... 1,454 11 H 

from Tarapore- 

wala worth ,, 38-8-0 Cash in hand ... ... 148 7 6 

3,648 9 1 Bhagwaii ... ... 21 0 0 

Subscriptions to Vol. IX 

paid in advance ... 377 0 0 Equipment ...Rs. 415-0-0 

Leas Depreciation „ B5-8-4 

Indian Economic Associa- 881 7 8 

tion ... ... 128 2 0 Dues from members of 

Indian Economic Associa- 
tion ... ... 48 0 0 

4,153 11 1 4,063 11 1 

Leas loss brought forward 
from Profit and Loss 
Account ... 100 0 0 


Total ... 4,063 11 l| Total ... 4,053 11 I 


B. M. SIN HA, 

8. K. RITDKA, 

O. a NABWAL, 

Accountant . 

Managing Editor. 

Trea»ur0r. 





Indian Journal of 
Economics 

VOL. IX I APRIL 1928 | PART 4 


INDIAN LABOUR ORGANISATION 
AND FORCED LABOUR 

BT 

P. P. PiLLAl, 

I ntvrunf Lahour Office, Nor Delhi. 

Wilberforct‘ achieved a fjtreat moral victory and a spectacular 
triumph when he ^succeeded in rousing the conscience of the civilised 
world against the institution of slavery. The victory was, however, 
in no sense complete. An im])re.ssive gesture had no doubt been 
made against so barbarous an lUAstitution ; but nonetheless, slavery 
or forms of slavery persisted in different cnuntnes. Some of the 
more backward countries refused to abolish slavery; others, while 
outwardly conforming, permitted slavery in various disguised 
forms. The most persistent of all such forms of quasi-sl every is 
forced labour. It may be defined as all work or service wdiich is 
exacted under menace of any penalty for its non-performance, and 
for which the worker does not offer himself voluntarily. The 
difference between slavery and forced labour is that while, under 
the former, the victim is openly denied the legal ^status of being 
a free agent, under the latter, the law recognises the workers* 
free status, but nonetheless provides sanctions for compulsion of 
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work. It will thus be evident, from its very nature, that forced 
labour cannot exist among jjolitically advanced communities. The 
problem is one which affects for the most part, though not ex- 
clusively, the working conditions of subject peoples who are under 
the administration of races alien to themselves. Forced labour 
in more or less diluted forms still exists among the populations of 
some of the colonies, and in parts of the world which are yet in 
a backward state of political development. In the accepted 
terminology of the day, such peoples are grouped under the collec- 
tive designation of natives,** and their conditions of labour as 
native labour.** 

The contemptuous implications of these labels, as a.lso the 
unjust incidence of the exactions of forced labour have been 
keenly resented, not only by the more politically conscious among 
“ native ** populations, but also by the awakened conscience of 
humanity. For a time a sluggish acquiescence in an admitted- 
ly unjustifiable system was tolerated; but the policy of laissez 
falve soon gave way to active endeavours for the eradication of ih? 
evil. The question of forced labour w^as brought into the sphere 
of international consideration for the first time by the Covenant 
of the League of Nations, in which, though no direct reference is 
made to the question, the significant declaration is made in Article 
22, that the well-being and development of peoples not yet able 
to stand by themselves under the strenuous conditions of the 
modern world ’* is a sacred trust of civilisation.** The idea 
receives further amplification in Article 23, which makes it obli- 
gatory on members of the League to ‘‘ endeavour to secure humane 
conditions of labour for men, women and children, both in their 
own countries and in all countries to which their commercial and 
industrial relations extend,** and “ to undertake to secure just 
treatment of the native inhabitants of the territories under their 
control.** The principle was thus authoritatively enunciated that 
subject populations were to be accorded an irreducible minimum 
of social justice, to make encroachments on which would be a 
gro$s violation of a sacred charge. The same spirit animated the 
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Mandates given by the League of Nations. I3oth the B and 
“ C types of mandates contain an article on forced labour. The 
formula employed in the “ H” tyx^e runs as follows: — ‘‘The 
mandatory shall prohibit all forms of forced or compulsory labour, 
except for essential public works and services, and then only in 
return for adequate lemuiieration/' Another clause runs: — “ The 
mandatory shall ])iotect the natives from abuse and measures of 
fraud and force by tlie careful supervision of labour ccjiitracts and 
the recruiting of labour.’^ The TenqH)rary Slavery Commission of 
the Ijcaague of Nations came to much the same conclusion, and on 
the termination of its labours, the Commission, through its Chair- 
man, submitted to tlie Council of the I.eague suggestions to the 
efl'ect that measures should be taken for the jirohibition, even 
in non-mandated teiiritorios, of “ forced or comi)nlsory la bout', 
excerpt for essential public' works and services,^’ and to ensure 
that proper jnecautions are taken by the authorities concerned in 
the recruiting of labour. 

The Slavery Convention which ^^a8 adopted by the League 
of Nations Assembly on the 25th September, 1926, was even more 
definite in its conclusions regarding forced labour. Article 5 of 
the Convention runs as follow^s : — “ The High Contracting l^arties 
recognise that recourse to comi)nlsory or forced labour may have 
grave consequences, and undertake, each in respect of the terri- 
tories placed under its sovereignty, to ])revent compul- 

sory or forced labour fiom developing into conditions analogous 
to slavery. It is agreed that (1) subject to the transitional regula- 
tions laid down in paragraph 2 below, cotnpulsory or forced 
labour may only be exacted for public juiiposes; (2) In territories 
in which forced labour for other than iniblic purposes still sur- 
vives, the High Contracting Parties shall endeavour progressively 
and as soon as j)ossible to put an end to the })ractice. 8o 
long as forced labour exists, this labour shall invariably be 
of an exceptional character, shall alwa^^s receive adequate 
remuneration, and shall not involve the removal of labourers 
from their usual place of residence; (3) In all cases the 
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recourse to forced labour shall rest with the competent central 
authorities of the territory concerned.*’ A Itesolution of the 
Assembly to the effect that “ as a general rule, it (forced labotuv 
should not be resorted to, unless it is impossible to obtain voluntary 
labour, and that it should always leceive adequate remuneration 
placed further restrictions on forced laboiu*. Though these steps 
went some way to mitigate the evils of this system, it w^as still 
felt that total eradication should be the ideal aimed at, and that, 
for preparing the ground, ensuring simultaneity ot action and 
uniform advances, further measures should be taken. According- 
ly, the Council of the League at its 43rd session on the Gth Decem- 
ber, 1926, on the motion of Sir Austen Chamberlain, empowei^ed 
the Secretary -General of the lieague to communicate to the 
Goveming Body of the I.L.O., a copy of the Slavery Convention 
and “ to inform it of the importance which the Assembly and the 
Coimcil attach to the work undertaken by tlie I.L.O. with a view 
to studying the best means for preventing forced labour from 
developing into conditions analogouvs to slaveiy.” The l.L.U. 
thereupon embarked on the preparation of a report on forced 
labour, and in May 1926 set up a Committee of Experts, including 
among other distinguished persons Sir Selwyn Fremantle, to 
address itself to the task. The Report on “ Forced l^ibour,*' 
recently issued by the I.L.O., is largely the result of the Com- 
mittee’s labours; and further, it was on the Committee’s recom- 
mendation that the question of forced labour was placed upon the 
agenda of the 1929 session of the International Labour Conference. 

The texts of the* mandates and the International Slavery Con- 
vention represent the high watermark of international legislation 
controlling forced labour. It has been seen that even these two 
documents, while they register considerable advances on the hither- 
to unregulated exploitation of the labour of “ native ” popula- 
tions do not go to sufficient lengths for the absolute abolition of 
the evil. Besides the countries regulated by the mandates and 
the countries which have subscribed to the Slavery Oonve;n.tion, 
there yet remain vast territories in which the writ of the mandates 
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and the Slavery Conveiitioii do not run, and where there are no 
preeivse legal enactments tor even ijualitied control and supervisiou 
ot toiced labour, li is clear that, before a satisfactory intei na- 
tional agreement on forced labour can be ai rived at, these countries 
have to be brought into line with at least the niiiiimum common 
advance made on the various issues laised by forced labour. Then 
again, there are certain fundamental dihereiices between the texts 
of the mandates as relating to forced labour and the Slavery 
Convention of I9)2b, wliich require harmonising. Thus the man- 
dates are pereinptoiy on the point that no forced labour is permis- 
sible excej)l toj‘ “ e.s,s( Ht itil imhliv irorLs and ‘Srr rices.' ' * The 
Slavery Convention gives more latitude, and as a “ transitional 
provision,^ ^ permits forced labour for other than i)ublic puri)oses, 
namely for private employers, provided that ])rogresBive elfort is 
made to put an end to it.. Attention may here be drawn to tlie 
phraseology employed in the two causes : the Mandates restrict 
for(‘ed labour to “ essential public works and serrices^'' while 
the Slavery Convention contents itself with the more general term 
“ public jin eposes . It is fell that the less exa(*t phraseology of 
the Convention may lead to certain abuses of forced labour 
even under peiiuitted categories, a posvsibiliiy which is precluded 
by the less ambiguous and more severe wording of the text of the 
Mandates. 

8o much with regard to the existing stipulations tor the pur- 
poses for which forced labour may be exacted ; but the circum- 
stances under which foiced labour may be resorted to as defined 
by the Mandates and the Slavery Convention are left still more 
vague. While the Slavery Convention containvS nothing on the 
point, the Mandates make a perfunctory attempt at definition, by 
the tackling on of the solitary qualifying adjective ‘‘ essential ’’ 
to “ public works.’’ The imint does not require stressing that 
such vague attempts at definition must lead to unconscionable 
discrepancies between the intent of legislation and the methods 
and effects of its application. The exhaustive comparative study 
of the conditions of forced labour in the various countries of the 
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world made by the I.L.O., and the Grey Import on Forced Labour 
which is the result of it, make it clear that there is considerable 
divergence of practice with regard to the purposes and conditions 
under which forced labour is resorted to in different countries, as 
also with regard to the rates of remuneration and the authority 
responsible for sanctioning resort to it. The nature, scope and 
intent of national legislation on these points as obtain at present 
in various countries differ more than they agree : they traverse the 
whole gamut of subtle gradations from slavery to voluntary 
contracts. National legislation and i)ractice have in many 
cases ‘gone farther at f>resent than international law in res- 
pect of the regulation of the conditions under which a labourer 
may be forced to work and the safeguards which should surround 
him at his task. But there remain countries at the other end of 
the scale of political advancement, in which next to nothing has 
bee?n done for the protection of the poor unfortunates liable to 
exactions of forced labour. The I.L.O., by placing the question of 
forced labour on the agenda of the twelfth conference with a view 
to the adoption of an international convention on the question, has 
taken a constructive step of great value and efficacy for the crea- 
tion of definite international standards for the regulation of the 
problem. 

The Committee of Experts appointed by the I.L.O. laid it 
clearly down as its considered verdict that “ in the opinion of this 
Committee all forced labour should cease at the earliest possible 
moment, and the Committee therefore recommends that it should 
be the aim of all Administrations to hasten the time when forced 
labour of any nature shall cease to be imposed. Expert opinion 
is thus unequivocal on the need for (complete cessation of forced 
labour, but makes concessions to expediency in recognising the 
impossibility of stopping the evil all of a sudden, and therefore 
contends itself with a strong plea for hastening the time when 
forced labour shall be completely abolished. The Draft Question- 
naire prepared by the I.L.O. has been framed with a frank recog- 
nition of the limitations of the situation, and seems to indicate 
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that the I.L.O. is also preparing- for a gradual, but more accelerat- 
ed pace of international action on the question. Thus the very 
first question on the Draft Questionnaire is cautiously worded in 
the following manner: “Do you consider that the International 
Labour Conference should adopt a Draft Convention the object of 
which is to Ihriif and refjnlatc. the use of forced or compulsory 
labour? ** It is impossible to forecast with any accuracy what 
will be the actual nature, scope and extent of any Draft Conven- 
tion that may be adopted at the forthcoming Conference; but it 
will not be too venturesome to hazard the guess that the action of 
the Conference will mark considerable advance on the general 
])rinciple for the control of forced labour as laid down in the 
existing international documents bearing on the point, and the 
forced labour clauses of the Mandates and the Slavery Convention 
of 1926. 

A more ju-ofi table niethod of approach to the subject, perhajis, 
will be a brief study of the conditions that tend to a situation call- 
ing for forced labour and of the concensus of enlightened public 
opinion on such conditions. It is a commonplace of economics 
that social jmlicy and economic policy are inseparable and develop 
side by side. The working of the principle is clearly discernible 
in the existence of forced labour, which is often the result of too 
rapid development and industrialisation of more or less primitive 
areas. It is the questionable activities of the concession-hunter 
and the monopolist, operating in undeveloped areas inhabited by 
backward populations, that precipitate conditions favourable to the 
emergence of forced labour. In other words, it is when the demand 
for labour is allowed to outrun the supply of voluntary labour as 
the result of unregulated incursions of industrialism, that the neces- 
sity arises for recourse to forced labour, and a state of feeling is 
brought about which tends to overlook humanitarian considera- 
tions. The excesses of rubber growers in the Belgian Congo, 
which at on© time excited so much indignation, are outstanding 
examples of the length to which unbridled industrialism might go 
to achieve its immediate ends. 
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It is questionable how far even these ends are subserved by 
unscnipnloiis recourse to forced labour. It is affirmed by reliable 
authorities that the quality of the work performed under compulsion 
is so much inferior to that rendered by free labour as to be ecxmo- 
mically disadvantageous. The South African Native Affairs Com- 
mission, 1903 — 1905, state in paragraph 386 of their report, that any 
measure of compulsion “ was to he deprecated not only as unjust, 
but as economically unsound. The standard of work under any 
system of compulsion will naturally be inferior to that of volun- 
tary workers : and in addition the fact that compulsory labour is 
available tends to discxuint enterprise and progress by diverting 
attention from the possibilities of labour-saving machinery. At 
the first blush, it may he difficult to discount so tempting a pro]) 0 - 
sition as something for nothing represented hy the free re- 
cruitment of even indifferent labour on nominal or even no wages. 
A study of the psychology of “ native ** populations subject to 
such exactions will, however, facilitate a clearer perception of the 
situation. Anthropological writers agree that an important cause 
of the dimunitions of population observable where the system of 
forced labour is rampant, is that under such circumstances, the 
compelled workers an* robbed of tlie will to live/’ and there 
can be no doubt that the reactions of the humiliation inherent iu 
compulsion play some part in this. Mr. Joseph Wa liters, the Bel- 
gian Minister of T/aboiir, expressed himself thus as early as 1924 
on the conditions in the Congo : , Everyone is struck by the 

sparsity of the population throughout the Lower and the Middle 
Congo. Every one states that the evil is of long-standing, that it is 
the result of the old slave trade, more recently of al(M>hol, but above 
all of porterage in the time of Leopold, of rubber-hunting and of the 
ravages caused by railway construction.” Who can deny in the 
face of such convincing testimony that the initial quick returns of 
forced laboiir are absolutely deceptive, and that in the long run. the 
hands of the clock of economic progress are put back by decades by 
premature and unregulated attempts at development, absolutely dis- 
proportionate to the labour resources of the territory concerned P 
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It is therefore reasonahle to assume that, in any international 
action that may he taken for the abolition of forced labour, ade- 
quate consideration will be priveii to prevent overhasty development 
of primitive areas without reprerd to the labour possibilities of the 
area. But even with the utmost care in this direction, a residuum 
of forced labour may be inevitable at least for the present. But 
here ap*ain, it is reasonable io assume, that in all cases of future 
recourse to forced labour, steps will be taken to ensure (1) that 
ihe work to be done or the ser\uce to be rendered is in the direct 
interest of the community called upon to do the work or the service; 
(2) that the work or service is of actual imminent necessity : 

that it has been found impeqsible to obtain voluntary labour 
for the work by the offer of the rates of Avapres ruling in the area 
concerned for similar work or service and (41 that the work or 
seiwice under coTisid(»rntion* will not lay uTxm fhe uresent popula- 
fion concerned too heaA’y a burden, Imvinpr rcprnrd to the labour 
available and its can.acity to undertake the work. 

Before closino', it remains to be seen, how far tbe problem of 
forced labour concerns India. Bortunntelv, the inquiry conducted 
by the T.Ii.O. K'Aenls that the evil hes not assumed anv serious 
proportions in British India, though it is not exactly unknown. 
In Bihar and Orissa, for instance, coupmlsorA’ work is exacted bv 
the Government in certain aborifrinnl arens in connection Avith the 
upkeep of public roads and minor public buildinprs in the vicinity 
of the village community from Avhich the labour is levied. A^ain 
in parts of the SJantal Parsanas and districts of S>in^bhum, the 
Government, instead of imposinpr local taxation, require villapre 
communities but little* advanced from the primitive stapre to main- 
tain their own share of the Tmblic roads runninj? through their 
settlements. Forced labour for priA%ate purposes is howeA^er strict- 
Iv forbidden in India, with the exception of the labour dues which 
are exacted in many parts of India, under ancient custom, by land- 
holders from tenants and affricultural labourers. In most, if not 
in all, of such cases, the labour oblipration of tbe tenants carry with 
it a feeble measure of eorrespondinpr riprbts, and hence tbe asperi- 
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ties of the system may be said to be mitigated by a show of equity. 
Section 374 of the Indian Penal Code provides that any person who 
unlawfully compels a person to labour against the will of that 
person may be jHinished with imprisonment with or without hard 
labour for a period not exceeding one year or with a fine, or wiih 
both. The situation in Indian States, however, is not so cleai*. 
From time to time, one comes across hair-raising accounts of the 
ler/ar system or forced labour as juactised in some of the more 
backward Indian States, but in the absence of a proper inquiry and 
definite information, it is difficult to assess these newspaper ac- 
counts at their proper value, and to sift the grains of truth from 
the exaggerations of ihe free-lance journalist. That the evil, in 
some measure or other, still persists in some at least of Ihe Indian 
States seems to be clear from a resolution passed at the first 
session of the Ilaji)utan a States’ Peoples’ Oonference held at Ajrnere 
on the 23rd and 24th August, 1928. ^J'his resolution asserts that 
the sysiom of compulsory labour prevails in some of the Indian 
States, particularly in Rajputana, and calls upon the authorities to 
abolish it without delay. Is it too much to be hoped that the 
challenge implicit in the resolution w^ill be courageously accepted 
by the States, ij any, to which it applies, and that, if the charges 
prove to be justified, speedy measures will be taken to ]uit an end 
to the system? 
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Mysore Umcersity, Mysore, 

To the mathematical economist the subject of marketing must 
an unusual laseination since demand curves or demand equa- 
tions fojm one-half and perhaps the more subtle and elusive half, 
ol e(X)nomic theory. Our supply curves are more or less staiidaidis- 
(‘<1 because nearly everything is known today of costs by the “ harm 
thill was done by iiicardohs habit of laying disproportionate stress 
on the side of cost of production (Marshall, l^rincil)les, p. 84 ), 
and our growing information of both industrial phy\siology and 
iiulustiial psychology has helped us to obtain that knowledge with 
piecision. Un the other hand, “ the theory of demand ’ - says 
Marshall “ is yet in its infancy,’’ and although he himself has con- 
tiibuted certain leading conceptions, it is (rue (hat as Professor 
Mitchell says, “ with IJr. MaivshalPs formulation of the problem 
it was impossible to get quantitative results,” because among 
other things, he proceeded on the assumption that the shape of 
the demand curve is known. It was Professor Moore on the con- 
trary that had to derive in his Economic Cycles, his curves of 
demand and to obtain by mathematical processes equations 
expressing the relations between the demands for, and the prices 
of, certain crops — corn, hay, oats and potato — and measuring the 
elasticity of demand for each crop. A working measure of elas- 
ticity is in some manner available, though not precisely, when in 
those highly complex exchanges of the world, futures and defer- 
red deliveries are freely indulged in; for, as Pmf. J. Or, Smith 
in his ” Organised Produce Markets ” says, such transactions are 
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only possible on a iaigo acale where competition is keen and when 
demand is extensive and fairly inelastic. And accordingly these 
advanced markets have found it necessary to organise suivey 
operations on extensive prognastic methods. One of these opera- 
tions includes the determination and interpretation of prices, with 
a. view to forecast. “ In each of the held of business activities — 
in production, in commerce, and in hnance/’ — says l)r. J. 11. 
Henderson ‘ ‘ forecasts must be made and prosperity largely depends 
on the ability shown.’' 

Obviously scientihc forecasting is desirable. lirieHy speak- 
ing it means “ making forecasts on the basis of all relevant data 
and with a knowledge of the underlying tendencies of economic 
life instead of trusting to haphuisard methods and incomplete in- 
formation.” Detailed studies have revealed the existence of 
certain related movements among the several factois that enter in- 
to business and to that end careful examination is made of the ebb 
and how not only of production but of commercial and hnancial acti- 
vities as well. Among the best know^ii forecasting services are 
those in the United States, and the Harvard Economic Service, 
the Brookmire Economic Service, the B-abson’s Statistical Organi- 
sation compile up to date information on general business condi- 
tions and construct business ” baiometers ” by means of which 
they make their forecasts to their subscribers, among whom are 
thousands of businessmen, hiins and cori^orations. In England 
besides the London and Cambridge Economic Service, the Federa- 
tion of British Industries makes a detailed survey of business 
conditions and publishes a business barometer. ” Similar develop- 
ments have taken place in certain countries of Continental Europe” 
we read in the Economics Educator (p, 742) “ paiticularly in 
Germany, Sweeden, France, Italy and Austria.” While the gene- 
ral course of business activity is to a large extent studied by the se 
organisations, scientihc forecasting has also been attempted in 
the more difficult held of special industries as well, and notable 
investigations are those by the American Telephone and Tele- 
graph Oompany, American Badiator Company, the General Motors 
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Cumpany and tlie Kastmann Kodak Company in America, by tbe 
Uritisb Electrical and Allied Maiudacturers' Association and 
Messrs, liowntree and Company in Great Jlritaiu, and tliose by 
individual researcbers like Sir J. Stamp (^J.li.S.S., Vol. 81, iiilS), 
Dr. E. C. Snow (J.li.S.S., \ ol. (SG, 1923 and \"ol. 89, 192G), etc., 
among- others. 

Altbougb several theories ol lorecasting have been advocated, 
it is however now well-known that \ aiious types of business acU- 
vity show similar c-y clical movements, but instead of being ail 
simultaneous they follow each other in some well-known succession. 
This sequence theory has generally been well verihed, parlicular- 
ly in the forecasts of the Harvard Economic Service, altlnjugb the 
time lag between the various movements of iinancial, tommerciai 
and productive activities vaiy both in duration and in intensity. 
The action and reaction theory, that to eveiy action lluMt* is an 
equal reaction, is more in analogy' with the law of mechttnics, and 
tile Bubson’s Statistical Organisation which places the greatest re- 
liance on this theory has several accurate forecasts to its credit. 
But in actual practice the different foi^ecasting agencies, vvhihj 
(*iich advocating special importance to some given methods, do not 
limit themselves to any one method alone, as it is well recognised 
til at several factors of business and political life never experienced 
in the past suddenly rise to importance and affect the rhythm of 
economic. life. The making of these estimates obviously demands 
capacity for sound and shrewd judgment and the necessity to allow 
for new factors and tendencies renders forecasting far from being 
automatic. 

Nevertheless certain factors — at least four well-defined dif- 
ferent groups of factors — are recognised as uifccting b^siuess 
activity. The existence of a general trend of development over a 
long period, and that of a lecurrent seasonal influence in stimulat- 
ing or stifling business activity according to the season of the 
year are two pretty well-known factors, and both popular judg- 
ment and statistician’s art have devised methods to adjust or 
forecast changes due to each of these factors. These are complicat- 
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ed to a certain extent also by the changing power of money io piu- 
chase, and the equally changing will to buy, but it is no exaggera- 
tion to say that both these aspects of marketing can be, and are ful- 
ly^ and properly allowed for by technical methods. From the fore- 
casting point of view^ the factor of predominant importance ah'ect- 
ing business activity is what is known as the ‘ trade cycle.’ 
Although recurrent periods of prosi)erity, recession, dex^ression 
and revival are commonly experienced in nearly every trade, yet 
the difi'ereiices in the duration and intensity of these phases are so 
variable that the scejJ tic’s vision is perhai>s obscured and it even 
fails to recognise what is actually existent. Even if all ijrevious 
studies on the trade cycle may have failed to convince, the monu- 
mental wo]‘k of l)r. Thorxi, the Business Annals, x)ublished under 
the auex>ices of the American iSaiional Bureau of Economic lie- 
search, surveying the facts of 17 countries of the world for x^eiiods 
between dO to 130 years in each case, has not only clearly and 
finally established the existence of the trade cycle beyond the 
shadow of a doubt, but it also gives x>rccise measures of its duration, 
its intensity and its international relutionshi]). The fourth factor, 
or the fourth giouj) of factors, is more elusive and comxirises mostly 
of a non-economic kind — “ the making of war and x^eace, dix)loma- 
tic strains, domestic disorders, changes of political administration 
and economic jiolicy, droughts, floods, earthquakes, epidemics 
among men or cattle, and the like ” — and their accidental or ex- 
ceptional character has as yet baffled a precise quantitative 
estimate. 

With this preliminary description I may state that the original 
object of this pax^er was to have made along these lines a positive 
study of some selected crop or industry and communicated the 
results of my statistical investigations. There were several prob- 
lems. The rather confused, if cautious, statement extracted below 
from the Eeport of the Second Tariff Board (Cotton Textile 
Industry) wavS a challenge. We read (pp. 124-26) “ there is no 
more difficult problem in economics than that which is presented by 
a trade cycle, the causes of which are complicated and obscure in 
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the extreme. All that can he said is that, while the period for 
which boom or depression may last varies in duration, both boom 
and depression invariably come to an end, and to the extent to the 
depression in the cotton textile industry in India is the outcome 
of the (cyclical character of trade, it is not of a permanent nature. 
It is obviously impossible to prophesy when the upward movement 

will bejcfin, but a commencement of improved conditions 

should not be Ions: delayed. The recent heavy fall in the price of 
American cotton has undoubtedly made matters worse .... but 
the return to the pre-war level of cost of the raw material .... 
should mean the approaching end of the ])eriod of fall in prices 

and the consequent recovery of f*onfi deuce the 

lack of which has prov('d so detrimental to the industry.*' There 
was also the vaft’ue catjdooninp^ that the AoTicultural Ormmission 
had made for tlu' benefit of the future Market Survey 0^‘cer. We 
read fp. 409), wh(‘re reliable and continuous statements of 
prices exist, ho should e'xamine the movement of prices over a 
])eriod of years and the (‘xtent to which seasonal fluctuations appear 
and to which ])rices differ between one locality and another . . . . 
He will then turn up the conditions of demand and obtain a g’eneral 
appreciation of what is demanded in terms of both quality and 
quantity. Here ai»‘ain, an examination of seasonal fluctuations and 
of local conditions will be required.*’ But the ]nessin^ demands 
upon my time apart, T have felt at various times during this abor- 
tive research what has been so correctly expresvsed (para 347) bv 
the Commissioners themselves that it will not be possible for 
the whole investicration to be earned out by one individual ’* and 
that if surweys are to be of value the ]M'rsonnel engao’ed upon 
them must be suitably equipped and the idan of investig'ation be 
both businesslike and thoroii^h ** and so on. Growing recognition 
is now being made of team work in research and the active 
engagement of TTniversities and of learned assocu’ations in economic 
investigations has been urged by more than one Commission. Will 
it be too rriueb therefore to ask that this Indian Economic Associa- 
tion instead of being merely content with an academic discussion 
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of papers at this conferenoe, may carry its interest further durinpr 
the year and plan the production of an authoritative and scienti- 
fically accurate report on some crop or industry by a representa- 
tive lx)dy of investifrators? Such a T'roprramme will perhaps cut 
fresh sod in the field of endowed statistical inquiry in this country, 
but more than that it will secure the desirable and mutually useful 
association of businessmen with academic persons. Tt is well- 
known that the T on don and Oamhridg‘e Economic Service is sup- 
ported ver^7 la reel V by subscriptions from b^’ sin ess firms, while 
also the list of institutions in the TTnited States resuoUvsible for 
and assisting:, co-ordinated team work in that cotintry is now very 
imposing’. T venture to hone that this snsyeyf^stion ’«^nll he earnestly 
taken up bv the Oominittee of this Association and some definite 
scheme announced. 

T propose however in th^‘ rest of the paper to summarise and 
further analyse from this roint of vi^'w the ^'ost valuable data 
for the period of vears between 1890 — 1925 of the Thisinoss 
Annals of India collected bv T)t. Tboru for the T'lo. 8 Publication 
of the National Purenu of Economic Pesearrh. In this book of 
Business Anna'ls, the douiiuatinjr phases of the business conditions 
for each selected cmiutry :»re derdc'tcd in five leadinpj* unraiyrap^'s 
for each year, and although unfortunately no nuTnerical measure 
is jyiven of any of the features dealt with, the descriptive terms 
employed are nevertheless very ser\ureable. The first paragraph 
is a phrase summarisinjy the conditions of the year as a whole bv 
one or other of the terms ^ depression,^ ' recession,* ‘ prosperity,’ 

" revival,’ qualified with the prefix mild ” or unqualified as may 
be necessary. In the accompanying fable where the data are re- 
produced (at the end of this T)aper) in abbreviated form so as to 
present the entire situation at a ^^latice, these "©neral conditions 
are entered on the extreme left in the order P (to denote an year 
of prosperity tnP (to denote mild prosperity”), R and 
mR (for respectively revival ” and mild revival ”), r 
and mr (for recession ” and tnild recession ”), md (to denote 
mild depression ”) and d (to denote that the year was one of 
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** depression The central four coiulitions revival and reces- 

sion^ mild or otherwise, are grouped together as they all indicate a 
period of transition, the former two denoting the passage from 
depression to prosperity and the latter distinguishing the passage 
in the opposite direction. It will be observed that the ilG years are 
grouped as follows : — 

8 of ‘ prosperity/ 6 of ‘ mild prosperity ^ ; 

12 of transition (including 5 ' r/ 4 ‘ inR ’ and 3 ‘ R ’) ; 

2 of ‘ mild depression/ and 8 of ^ depression/ 

and that considered as progression in point of time two properties 
become obvious ; first, that the progression is continuous, neces- 
sarily passing tlirough the transition phase before coming into 
periods of ‘ depression ' or of ^ prosperity ^ ; and secondly, that the 
progression is in the form of a wave-like figure, with its peaks and 
pits of varying heights and at differing distances of each other. 
In mathematical language this may bo expressed as indicating that 
the general condition of the year ’’ is a continuous function of 
time, harmonic or periodic, whose positions of maxima and minima 
alternate with varying periods and amplitudes. Its business signi- 
ficance is however more suggestive : f bat periods of boom and of 
depression while they are of varying intensities and of different du- 
rations, do not occ ur haphazardly, but recur in a cyclical order with 
some sure indication of a forewarning of the direction in which 
movements for the immediate future will take place. Now it is 
an important step to discover the existence of the fiuictional 
relationship between the two variables, thus gained by mathemati- 
cal analogy, but the determinations of the values of intensity or 
of the duration is a j^roblem of statistics, tedious as well as difidcult, 
and we cannot of course attemi)t on any periodogram analysis with 
these meagre qualitative data. We can only state that the period 
investigated opens with depression and aft<vr some unevenness in 
its intensity for some years in the beginning, there are <lefinite 
returns to depression successively in the years 1893, 189T, 1901, 
1908, 1916 and 1921. The interval between t>vo consecutiTe 
F.8 
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returns to ' depression ’ lias been defined by Ur. Tborp as the 
lex^tb or duration of a business cycle, and I accordingly recognise 
6 cycles of 4, 4, 7, 7 and 6 years durations successively. Sub- 
dividing the periods by months, Dr. Thorp recognises 6 cycles of 
lengths 7, 4, 7, 7, 4 and 2 years, but the average duration of a 
business cycle by both these estimates is between 5, 2 and 5, 3 
years. This moreover, agrees so well with the international 
pattern discovered by Dr. Thorp on the analysis of 166 cycles of 
17 countries, wherein the mean duration works to 516 years, with 
a probable error of 1-62 years. Again by slight grouping, it will 
be observed that out of the 36 years examined, 12 are yeajs of 
transition and the rest 24 divide themselves 14 into years of 
‘ prosperity * and 10 into those of ‘ depression.’ This works up to 
1*4 years of prosperity to each year of depression, an average which 
occupies middling position between the extreme values 1*86 
(Ganada) and 0*46 (Brazil) which the 17 countries considered ex- 
hibit. It must be a little surprising to find that a non-European, 
non-industrial country like ours should have so very well fit in 
into the international scheme in the matter of business cycles. 

The third paragraph in the Annals describes the conditions 
in the money niarket in each year, the phrases “ money tight" 
or money easy ” being used in their technical senses, indicating 
that money is difficult or easy to borrow, i.e., interest rates are 
high or low. The actual phrases employed to show the different 
phases of severity or facility may however be grouped into five 
divisions, which I denote 

tt ” as comprising the 9 years marked ‘ stringent,' ‘ ex- 
tremely tight,' ‘ very tight ' ; 

“ t " as comprising the 7 years marked ‘ tight ’ or 
* affected ' ; 

te " as comprising the 6 years marked ^ somewhat easy/ 

‘ easing ’ or ^ paper currency introduced ’ ; 

“ e " as comprising the 11 years marked definitely * easy ' ; 
“ ee " as comprising the 3 years marked * very easy * or 
' abxmdant ' money. 
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It will be observed tha.t the variation in the money market is also 
In a clearly marked cyclical form, the years of extreme tightness 
tt occxirring successively in the years 1894, 1896, 1907, 1916 
and 1982 giving an average duration of ()*6 years for a monetary 
cycle, a period somewhat longer than that of the first cycle. 
Another feature of this variation is the greater steadiness in the 
repetition of any characteristic with the consequence that there 
are only 6 years of transition “ te,’’ as against 12 formerly. 
Correlating the general conditions of the year vith the money 
market it will be observed that amongst the 10 years of ‘ depres- 
sion,’ money conditions were ‘ tighter than normal ’ in 5, ‘ normal ’ 
in 1 and ‘ easier than normal ’ in 4 years. likewise amongst the 
14 years of ‘ prosperity,’ money conditions were easier than 
‘ normal ’ in 8 years, ‘ .Normal ’ in 4 and ‘ tighter than normal ’ 
in 8 years. This marked, association between ease and prosperity 
would have been much greater but for the indefiniteness in the 12 
years of ‘ transition ’ wherein during 9 years money conditions 
were ^ tighter than normal ’ ; in 1, ‘ normal ’ ; and in 2, ' easier 
than normal.’ Perhaps a greater degree of correlation becomes 
manifest when the general conditions are given a lag of one year, 
but I believe with scanty date like these, it will be a great fines- 
sing. Moreover such a brief summary as ‘ prosperous,’ etc., or 
‘ money easy,’ etc., cannot provide more than a general impression 
of the dominating feature of the year’s record, and the mutual 
relationship between these are only best measured in terms of such 
things like (Prof. Parsons) index of trade ” (Carl Snyder's) 
clearings index of business,” or (the American Telephone and 
Telegraph Company’s) ” index of general business conditions ” 
on one side and interests rates on the other. 

The fourth paragraph of the Annals reports agricultural pro- 
duction and prices, and in relation to India, the crops selected 
are rice, wheat and cotton. In a way they are representative, but 
the acreage employed in the cultivation of rice is more than three 
times any other crop and ten times that of any other country pro- 
ducing rice; besides, rice is harvested usually in April, wheat 
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usually in March, and cotton about November. Consequently in 
the Annals * the rice and wheat crops discussed for 1890 for 
example, were harvested in April and March, 1890 and arc com- 
monly known as the crops of 1889-90, while the cotton crop was 
harvested in November, 1890; being commonly called the crop of 
1890-91.’’ We are also told that the statements of crop are given 
on estimates “ which, before 1897-8, were highly unreliable.” 
However, crop estimates are given as ‘ record,* ‘ bumper ’ or 
‘ excellent ’ which I have (combined as A ” or above normal; 

” good ” and ‘ fair ’ together being combined as N ” or normal; 
and the other descriptive terms such as * small ’ or ‘ very small,’ 

' poor ’ or ‘ very poor ’ and ^ failure ’ as B ” or below normal. 
Accordingly against each year I have entered the initial letters 
r, w, c of the three crops in the division A, N and B to which 
they have been reported to belong. A similar classifical ion is 
made in regard to the prices of each crop which are called a ” 
or above normal when reported as ‘ boom,’ ‘ peak,’ ^ very high ’ 
or / high ’ ; ” n ” or normal, when called ‘ good,’ ‘ fair,’ ' risen ’ 
or ^ improved,’ etc. ; and “ b ” or below normal, when described 
' low,’ ‘ lower,' * fall ’ or ‘ collapse.’ 

Now in production also we may notice that the categories A, 
N and B are a i ranged for each crop in a cyclical manner, but 
they are more frequently variable and are also discontinuous ; that 
is to say, the passage from A to B, or rice versn^ is not neces- 
sarily through N. We need not therefore pursue this adpect, but 
it will be noticed that while for the rice crop, 13 years are A, 
11 N and the rest 13 B; for the wheat crop, 14 7081*8 are A, 13 N 
and the rest 10 B; for the cotton crop, 13 years are A, 17 N and 
the rest 6 B. In other words, larger variations are among cotton 
crops than among wheat, and among wheat than among rice crops; 
and from a forecasting point of view, it is more hazardous to 
prognosticate the nature of a cotton crop. It is however a more 
interesting problem to determine whether the crops during a year 
are themselves associated in any manner to enable us to prediet 
the nature of one crop from that of some other; that in to say, 
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whetlier there are Jikc^nesses among the crops in their yields or 
unlikenesseH among* tlicMii. Aj iaiiged in what are called contin- 
gency tables, the three resulting tables are set forth below : 

Table I 


Rice Crop 

! 

Cotton Crop 


A 

N 

B 

Total 

A 

. 

N B 

A 

8 

4 

2 

14 

9 

5 0 

N 

3 

5 

4 

12 

1 

11 0 

B 

I 

2 

7 

10 

3 

1 6 

Total 

12 

11 

13 

36 

13 

17 6 

A 

8 

3 

2 

2d 




4 

8 

5 

17 



B 

0 

0 

(i 

G 




Judging from the numbers on the dexter diagonal of each of these 
squares, it appeals that there is a greater degree of mutual like- 
ness than other vrise, in the nature of each of two crops; in other 
words, when it is known that any one crop is plentiful, normal or 
scarce, the others are also more likely to be of the same order than 
be different. Calculating the contingency coefficients it appears 
that the association between cotton and wheat is slightly of a 
closer nature than that of either rice and cotton or of rice and wheat, 
both of which are howcA’cr nearly equal. 

With prices also we may construct as above, in the first place 
three pontingency tables as amongst themselves, 






m 


K. B. MADHAVA 


Table II 


Price of Rice 

Price of Cotton 


A 

N 

B 

Total 


A 

N 

B 


A 

7 

3 

... 

10 


3 

1 

6 


N 

2 

10 

2 

14 


5 

6 

3 


B 

2 

... 

10 

12 


3 

3 

6 


Total 

11 

13 

12 

36 


11 

10 

15 


A 

5 

2 

4 

11 






N 

1 

6 

3 

10 






B 

6 

5 

5 

15 







Judging as before from the numbers on the dexter diagonal of 
each of these squares, it appears that between rice prices and 
wheat prices alone there is a likeness of movement, whereas be- 
tween the other two, cotton-wheat, or cotton-rice there is, if any- 
thing an association in the contrary direction. It thus happens 
that cotton has got a market of its own, not very sympathetic in 
movement with that of the other two crops. In fact among the 
individual variations of the cotton prices are included 2 years of 
* boom/ 1 denoted * peak prices,’ and 3 of ^ very high,’ prices 
and 1 in which the cotton market is described as * collapse ’ (vie., 
1914), when be it noted that the cotton crop is described as a 
^ bumper ’ one) . 

More interesting tables are those connecting crops with prides^ 
and while there may be 9 of them^ it is obviously no good trying 
to discover any association between rice crop and prices of staples 
other than rice^ and likewise with wheat and cotton » 
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I reproduce here only the three tables connecting each crop with 
its own market price; 



Rice 

. 

1 Wheat 

Cotton 

Price 

A 

N 

B 

A 

N 

B 

A 

N 

B 

A 


4 

4 

2 

6 

6 

4 

5 

4 

N 

# 1 

5 

5 

1 

7 

4 

5 

5 

7 

B 

6 

4 

8 

7 

1 

2 

2 

* 

... 

4 

Total 

11 

13 

12 

10 

14 

12 

11 

10 

15 


It may usually be expected that there may be some association 
between abundance (ji‘ scantiness of crop with either ‘ below 
nomal ’ price or ‘ above normal ^ price of the same, but unfortunate- 
ly (except ])erhaps) in the case of wheat where the positive direc- 
tion of correlation is between abundance of crop and ' below 
normal ’ (price), no marked association is manifest either along 
the dexter diag‘onal or along the sinister diagonal. I tried to 
estimate the correlation by taking an year’s lead, i.e., associating 
the prices in each year with the previous year’s crop but I must 
confess that the contingency coefHcient is not much improved 
thereby. Now another factor that enters into price is the money 
market condition, and the association between these tw-o variables 
is represented by the three following contingency tables one 
relating to each crop ; 



Rice 

Wheat 

Cotton 

Price of crop 

i a n b 

a n b 

A N B 

Money market 




Tighter than normal 

5 6 6 

6 5 5 

3 7 6 

Normal 

1 3 2 

2 2 2 

2 13 

Easier than normal 

5 4 5 

2 7 5 

6 2 6 

Total 

11 13 12 

10 14 12 

11 10 15 



676 


K. B. MADHAV4. 


There is again no definite indication that an easy, or for that 
matter a tight, money market fetches far any of these crops de- 
cidedly ‘ above normal ’ price. Apparently price is a factor deter- 
mined by the quality and the demand for the product in outside 
markets, and the inability to get a decisive result of this part of 
the investigation is perhaps a negative evidence of the fact that 
business in a given area depends in the present state of inter- 
national conditions on the influence brought to beareui>on it by 
international commerce and finance. In fact fiom general argu- 
ment even, Prof. Mitchell is constrained to observe Business 
Annals,” p. 98 footnote) that ‘‘ in one way, the development of a 
* world market ^ for the great agricultural staples even increases 
the hazards of farming. A scanty yield of wheat in Canada, for 
example, need not cause a compensatory rise of prices.” With 
these limitations it is not possible, nor perhaps is it any good, 
to generalise with confidence about variable phenomena of social 
sciences by a mere elaboration of statistical technique on a limited 
array of cases. Moreover, as Edgeworth has remarked (Quoted 
by Sir J. Stamp on p. 21 of his Statistical Verification of Social and 
Economic Theory ” ‘‘ the non-statistical reiider has a natural and 
not altogether unhealthy suspicion of any technical method, any 
organ on which seemed intended to supersede the use of common 
sense. It was ” he continues Locke, or some one who wrote, 
like Locke, against the Aristotelian syllogism, who protested that 
the. Almighty had not dealt so very sparingly with the noblest of 
his creatures as to make them only bipeds, leaving it to Aristotle 
to make them rational. A similar prejudice on the part of com- 
mon sense against correlation and other mathematical instru- 
ments ” we are warned is to be apprehended.” I may however 
again conclude with the remark that the international relationship 
is an additional plea why Indian researchers and businessmen must 
fall into line with other organisations in such problems of market- 
ing. 
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A. J. Saunders, 

American College y Madura. 

The recently published Report of the Committee on Co-opera- 
tion in Madras, 1927-28, affords one the opportunity of review- 
ing the progress of the movement of Co-operation in Southern India. 

I 

In order to get the proper perspective it is necessary to recall 
some of the history of the movement before the principle began 
to be applied to conditions in South India. It is not true that the 
evil which men do lives after them, the good is buried with them. 
Robert Owen of England during the first and second decades of 
the Nineteenth Century was at work expressing an idea and try- 
ing to make it current in public opinion; that idea has lived and 
has clothed itself in a movement which has become world-wide. 

Realizing the evils of organizing industry upon a system of un- 
restricted competition, Owen urged the establishment of a new 
system based upon the idea of unrestricted co-operation for the 
common good. Under such a system all would co-operate to 
produce the necessaries of life, and all would benefit by the results 
of such production. Instead of each striving to obtain the utmost 
for himself, each would work for the good of all, and all combined 
to secure the good of each. Thus, by his work and teaching, 
Robert Owen ** set men’s minds upon the track of oo-operation,” 
and helped to lay the foundations of the Co-operative Movement, 
and so earned the title ** The Father of Co-operation. 

1 1£sdain*f The Story Retold, p. 55. 
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In 1844, some fourteen years before his death Owen was 
rejoiced to see the first fruits of this new idea in the founding of 
the Bochdale Society of Equitable Pioneers, the real starting point 
of the English co-operative movement. About four years after the 
starting of the liochdale Society theie was begun in London a 
new experiment in co-operation by a group of university men who 
called themselves The Christian Socialists/’ F. D. Maurice and 
Charles Kingsley are the best known men of that group, they were 
Church of England clergymen, but with them were associated in 
active propaganda work three lawyers : Hughes, Neale, and Lud- 
low. The Christian Socialists introduced the idea gained from 
France, of a ‘‘ Self-Governing Work Shop.” It was a form of 
co-operation, as Dr. John Matthai explains^ which was under- 
taken neither on behalf - of the workers as such nor on behalf of 
the consumers as such , .but rather consisted in an endeavour to 
make the workmen their own capitalists. They were to own the 
capital, to control the business and to share the profit. It was 
a combination of workers controlling the means and results of 
production. In other words, it was an association of producers as 
the co-operative store was an association of consumers.” That is 
the distinguishing characteristic of Ihe English system as com- 
pared with the European and Indian development as we shall see 
later. English co-operation was begun to benefit the consuiner; it 
was co-operative buying and selling — as seen in the co-operative 
store. Later, industrial co-operation came in to enable the work- 
ers to become their own capitalists, to own and control the busi- 
ness and to share in the profits. It is along those lines that co- 
operation has developed in England ; when one remembers that 
England is a highly industrialist country, and that this principle 
of oo-operation began to be applied in the midst of the tremendous 
industrial expansion of the early part of last clntury, it is not to 
be wondered at, in fact it was the most natural thing, that English 
co-operation should follow along industrial lines. 

2 Mfttthai’i Agricultaral Co-operation in India, p. xviii. 
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When we consider the movement in Europe we see a very difii- 
rent situation. The pioneers of co-operation in Europe were 
Germans — ^HeiT Schulze, Mayor of Delitzsch, and Herr F. W. Rai* 
ffeisen, Burgomaster of a group of villages with their centre at 
Neuwied. Both men were independent workers, and followed new 
trails; although Schulze of Delitzsch had been influenced by the 
gospel of thrift which had been preached in the English Friendly 
Societies, and Raiffeisen was attracted by the public savings-banks. 
Both were impressed with the fact that to help the small agricul- 
turist cheap credit must be made available, and further that this 
credit could only be provided, if the small farmers by mutual help 
organize themselves to secure the necessary capital. In i<S50 
Schulze organized his first Loan Society at Delitzsch. Two years 
later he opened his second one in the neighbouring village of 
Ealenburg, and also made the first society — a self-supporting insti- 
tution with share capital. In 1845 Raiffeisen founded a Loan 
Society for the support of poor farmers. In 1862 he tvrganized 
another loan society at Anhausen, in which the borrowing farmers 
were themselves the members. Neither Schulze-Delitzsch nor 
Raiffeisen had Government sanction to establish credit banks, but 
they each saw that this form of makiug available cheaper credit 
was the best way to help the poor agriculturists of their section of 
the country. Their problem was rural; they sought to relieve 
the indebtedness of the Jigrioulturists, and accordingly they orga- 
nized agricultural co-operative societies for the purpose of supply- 
ing cheaper credit to members. 

In 1856 Schulze-Delitzsoh published a book explaining the 
scope and object of his work. It was in 1868 that he organized 
the first congress of banks which resTilted in the establishment of 
the General Union of German Industrial Co-operative Societies; 
Schulze-Delitzsch •was the director of this organization up to the 
time of his death in 1883. In 1867 he obtained from Prussia the 
first co-operative law which was made an Imperial Law in 1889, 
when limited liabilities was permitted to all forms of co-operative 
society. Raiffeisen took some time to work out his plan of rural 



CO-OPEHATION li\ THE MADHAS PRESIDENCY 


681 


credits. He contemplated at first a kind oi dual system, and as 
explained in tlie first edition of Ins LOAN SOCll'iiT published 
in 1866, in which he used his Anhausen experiment as the model. 
Subsequently, he enlarged and improved this model and it became 
known as the “ Raiffeisen Bank.” In 1877 a general union was 
established which finally took the name of The General Union of 
Rural Co-operative Societies, and which spread its operations to 
all parts of Germany.^ 

It will thus be seen that the English system follow the lines 
of industrial co-operation, wliile that mostly followed in Europe 
was organizing of credit societies for the benefit of agricultural 
communities. We shall now see how these two systems have 
contributed to and helped in the application of the pjinciple of co- 
operation to Indian conditions. 

n 

At least 70 per cent of India’s vast populuiion are attached 
directly or indirectly to the land, .so that the ever present econo- 
mic problems of the country are rural, and have to do with rural 
indebtedness, the place and power of the sowcai* or money-lender, 
and the need for credit. The Famine Commission of 1880 refer- 
ring to these chronic conditions said : ' ‘ We learn from evidence 
collected from all parts of India that about omvthi rd of the land- 
owning class are deeply and inextricably in debt, and that about 
an equal portion are in debt, though not beyond the power of re- 
covering themselves.” Things were even worse as reported by 
the Famine Commission in 1901: In this evidence before us the 

Chief Secretary of the Bombay Government said that 28 per cent 
of the land in Broach had passed into the possession of the money- 
lending classes, and from, a report of the Collector of Ahmedabad, 
it appears that in his district, expropriation of the landowners has 
also made considerable way. Taking all these statements into 
account and comparing them with the evidence we have received, 
we think it probable that at least one-fourth of the cultivators in 

3 Bbatnagar *8 Co-operative Orgamaation in British India, pp. 25, 26. 
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the Bombay Presidency have lost possession of their lauds^ that 
iess than one-fifth are free from debt and the remainder are in 
debt to a greater or less extent/-^ 

These reports showed the condition to be so bad that something 
had to be attempted to relieve the ryots. Sir William Wedder- 
burn's scheme for providing capital to agricultural classes on 
reasonable terms having fallen through the Madras (government 
took up the matter, and began to explore the possibility of the co- 
operative movement to meet the needs of the Indian vsituation. 
Accordingly, in 1892 Sir Frederick Nicholson (then Mr. Nicholson) 
was placed on special duty to study the theory and practice of 
agricultural banks in Europe, and to suggest ways and means 
whereby a similar movement might be introduced in India. 
Mr. Nicholson issued a valuable and exhaustive report on the 
systems which he found prevalent in Europe ; the action taken on 
that report by the Government of Madras marks the beginning of 
the co-operative movement in South India. Nicholson said: 
“ Find Raiffeisen and the problem of Co-operation is solved.” 
Nicholson saw that what South India needed was an adaptation of 
the German system of agricultural societies to make possible 
cheaper credit, and so it is along those lines that the co-operative 
movement has developed in the Madras Presidency. In 1904 there 
was passed into law The Co-operative Credit Societies' Act, and 
immediately the movement began to bear fruit, as the following 
table will reveal : 


Year 

No. of Societies 

No. of Members 

Working Capital 


843 

90,844 

Hs. 

23,71,683 


1,357 

149,160 

ft 

44,14,086 


1,963 

180,388 


82,32,225 

1909-10 

3,428 

224,397 


1,24,68,312 

1910-11 

5,321 

305,058 


2,03,05,500 

1911-12 

8,177 

403,318 

♦» 

2,35,74,162 


After the revision of the Act in 1912 there was another period 
of rapid growth, for in 1914 the number of societies had increased 
to 14,881, the immber of members to 6,96,998, and the working 
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capital to Bs. 7,46, *31, 725. By this time Government considered 
that the system should be thoroughly reviewed; accordingly, the 
Maclagan Committee was constituted in October, 1914, with terms 
of reference as follows : — 

‘‘ The iirimary duty of the Committee will be to examine 
whether the movement, especially in its higher stages 
and in its financial aspect, is progressing on sound lines 
and to suggest any measures of improvement which 
seem to be required. For this purpose the enquii’y will 
be directed primarily to an examination of such matters 
as the constitution and working of Central and Provin- 
cial Banks, the financial connection between the vari- 
ous parts of the co-operative organisation, ihe audit, 
inspection and management of all classes of societies, 
the utilization pf the reserve and the manner in which 
the reserve funds should be exhibited in the annual 
accounts. At the same time the Government of India 
do not desire rigidly to limit the scope of the enquiry, 
and the Committee may, at its discretion, consider and 
make recommendations regarding any important aspect 
of the co-operative movement/' 

The Committee published their report in 1915 ; the activity ot 
the co-operative movement in India at the present time may be 
said to rest upon the Act of 1912, as interpreted by the Maclagan 
Committee.^ In spite of the period of the war and the reconstruc- 
tion after the war the co-operative movement has made steady 
progress, as will be seen in the following table: 


Year 

I No. of 

Societies 

No. of Members 

Oojjtral Banks 

Working 

Capital. 

1913-14 

1.333 

100,537 

8 

(Rs. Lakhs) 

123,21 

1918-19 

3,676 

244,297 

2(i 

305,21 

1923-24 

9.785 

616,628 

3S 

839.27 

1925-26 

1,1973 

748,783 

32 

1,1.32,80 

1926-27 1 

1,3357 

830,522 

32 

1,334,3+ 


^ Bbatnagftr'fi Co-operative Organisation in British India, pp. 87-8. 
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Of the 13,367 registered societies on June 30, 1927^, no leas 
than 11,0(K) with 583,316 members were agricultural credit socie- 
ties. The remaining societies consisted of non-credit agricultural 
societies, such as — ^for purchase and sale, for leasing lands, for 
irrigation, for land reclamation, and for cattle insurance; and non- 
agricultural societies, avs for example — credit societies, house- 
building, for purchase and sale, and for labour contracts. From 
the nature of these societies it will be readily seen the lines on 
which the co-operative movement has developed in India, and the 
following are the objects which have been held before the people: 

1. To borrow funds from members or others to be utilized 

for loans to members for useful purposes ; 

2. to act as the agent for the joint purchase of the agri- 

cultural, domestic, and other requirements of its 
members, and for the joint sale of their produce; 

3. to purchase and own implements, machinery or animals 

for hire to its members; 

4. to disseminate a knowledge of the latest improvements 

in 'agriculture, handicrafts, and weaving, and en- 
courage its meuibers to adopt them ; and 

6. generally to encourage thrift, s(df-help, and co-operation 
among the members.^ 

During the past dozen \ ears the Madras Pjesidency has been 
applying the principle of co-operation in a number of interesting 
ways, some of which have been highly successful. There came 
into existence in 1912 a new kind of central bank, known as the 
“ banking union.’- The first one to be established was the 
MadurarBamnad Central Bank, and it admitted both individuals 
and societies as shareholders. It had as its function not only the 
finance, but also the supervision and control of all its affiliated 
societies. That question of supervision and proper control of 

5 Report of the Committee on Co-operation in Madras, 1937-28, pp. 8. 9. 
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societies forced itself into prominent notice in 1910, when the 
number of societies became so largo that the Registrar of Co- 
operative Societies and his stah* could not adequately super\dse 
them. The first non-credit society organised in the Presidency was 
the now famous Madras Triplieane Co-opeiative Stores, registered jn 
1905. They have had a wonderful suc*cess, and their success has 
been repeated in other plac^es as well. Other applications of co- 
operation are to be found in the societies for the depressed, back- 
ward, and similar classes; Madras fishermen societies, the leclama- 
tion of the Kallars ( (u-iminal tribes) in Madura and Tanjore ; 
labour societies; hnilding societies; irrigation and land reclamation 
societies; weavers’ societies; agricultural deinonstration and supply 
societies; and land mortgage banks and supei vision unions. Thus 
it will be seen that the ramifications of co-o]>eration are extensive 
in the Madras I’residency-^ and a tremendous amount of really 
valuable work is being done. G?;eat progress has been made since 
1914, when the last (^nnmittee of enquiry did their work; it was 
now tho\iglit to be time , for another review of the movement, 
acc^ordingly on Hepteiuher 1st, 1927, the ( joveninH*nt of Madras 
announced their decision to appoint a (ommittee to enquire into 
the present state of the co-operative movement in the Presidency ; 
tlieir report has recently been published, and it is a carefully pre- 
pared docximent. 


m 

The (Committee consisted of a carefully selected number of 
men, Indian and European, official and non-official, who were in 
close touch with the activities of eo-operation in the South under 
the Presidentship of O. A. H. Townsend, Esq., C.I.E., T.G.S. The 
following were their terms of reference : — 

1. To examine the progress made in the co-operative move- 
ment in ihis- Presidency since the Maclagan Com- 
mittee’s report; 

F, 0 
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2. to enquire into the present position and lines of develop- 
ment of the movement and to make recommendations ; 

8. to examine the practice juid organisation of the finan- 
cial system and to make recommendations; 

4. to make recommendations in regard to propaganda, 

supervision and control of societies and finance; and 

5. to examine the position in regard to co-operative distri- 

bution, production and sale, and to make recommen- 
dations. 

The Committee have this day to say as their general finding 
on the state of the co-operative enterprise 

“ We consider that the co-operative movement in the Presi- 
dency has done good, especially in the general reduction 
in the rate of interest charged by ordinary money-lend- 
ers on theif loans to cultivators. But much remains to 
be done; the movement has not yet touched, even nomi- 
nally, the lives of more than ten per cent of the people; 
in many resp(?€ts it reciuires correction, in some a change 
of system, and in some additional attention.^’ ^ 

The most important part of the Ileport is that which deals 
with Problems and Proposals, which I shall refer to briefly. The 
failure to make a division between agricultural loan into long 
and sliort-term loans is in the opinion of the Committee the most 
unsatisfactory feature of the co-operative movement at the present 
time. This fault brings in its train the large amount of overdues, 
which is a very serious defect in the present organisation. Accor- 
dingly, the Committee have put forward a proposal to divide agri- 
cultural loans into long-term, and short-term loans, and they con- 
sider this the most important of all their proposals. “ We have 
found during our tours that the localities in which co-operation is 
healthiest are those which have laid greatest stress on short-term 
business. On the other hand, in certain districts where long-term 

6BepoTt of the Committee on Co-operation in Madras, 1927-28, p, 37. 
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business preponderates, some of the evidence was to the effect that 
the ryots were deeper in debt than formerly.*’ 

As all workers in this field know the crux of the in a iter is in 
frequent insjiection and adequate supervision of the individual 
societies. The Comniitteo say we lay the responsibility for in- 
spection of primary societies on central banks, and for supervision 
on unions and federations; if this w(uk is carried out well and 
faithfully it will go a long way towards making for sikccss in the 
practi(^e of co-operation. It should he lemernbered that the move- 
ment owes its origin to [loveriy, and to tlu* need felt to afford some 
relief to jioor and heli)less [people. ( Vi-operation aims at getting 
people to believe in themselves, and to believe thal they can 
help themselves. In other words, as emphasised by the Ilochdale 
Pioneers: ‘‘ Co-operation is a faith as well as a iiractice.” In 
this connection good work has been done in organising societies 
for the depressed, liackward, and similar classes. These people 
are extremely poor; tl)(»v have no property which they can ])ledge. 
Their only asset is their labour and character, and ihese form the 
only basis for their credit. Co-operation in their cases must be 
employed to stimulate thrift, to increase their earning capacity, 
and to secure for them a larger margin of income by better market- 
ing. The special jiroblenis Avhich they offer centre round organi- 
sation, supervision, and finance. 

Accordingly, the Committee recommended that the Kallar and 
Criminal Tribe societies should continue under and other similar 
ones should be transferred to the Government Labour Department. 
On the same principle, they consider that the Fisheries Department 
should he responsible for all fishermen’s societies. Depressed class 
societies should be affiliated, wherever possible, to existing unions 
of caste societies, as is the rule at present. All such ^ocieties 
should look to the Christian Central Co-operative Bank for super- 
vision and help, for it is practically the Central Bank for depress- 
ed class and labour societies throughout the Presidency. 

As agriculture is by far the most important industry in the* 
Presidency there is great need to organise agricultural demonstra- 
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tion and supply societies. Some work kas been done, and the 
results are encouraging as far as they go, but the Committee con- 
sider that very much more remains to be done in starting societies 
for better farming ; for the co-operative purchase of manures, 
ploughs ; for the co-operative sale of crops ; for the provision of 
finance to enable the cultiv»itor to withhold his crops from the 
market at harvest time, so as to secure the advantage of better 
prices later on, all these and other suggestions offer means of in- 
creasing the cultivator’s income. The Committee strongly urge 
ilie formation of loan and sale societies for the purpose of increas- 
ing the wealth of ryots, by enabling them to withhold selling their 
crops till they can command better prices. Every assistance 
should be given to this form of co-operation. 

Next to fanning weaving is the most important industry in 
the Presidency, hut the weavers as a class are woefully ignorant 
and are sunken in poverty. Here is a wide-open oppoitunity for 
the co-operative movement, and yet very little successful work is 
being done to help this class of people. Their problem is largely 
one of marketing; at present the supply is in excess of the demand 
in their particular locality, owdng to the introduction of the fly 
shuttle. Co-operative selling and the oiiening up of new markets 
is the way in which their salvation lies. In some centres like 
Madun^ building societies are popular, and are being successfully 
managed ; this form of co-aperation affords considerable help to 
the steady income-earner, and enables him to ar^qiiire for himself. 
In the matter of co-operative stores, some are working well, but 
the condition of many is unsatisfactory. For the village popula- 
tion a joint system of purchase is recoinmended as having a much 
greater chance of success. The Committee endorsed heartily the 
new movement for rural reconstruction, and think that where' 
as the co-operative movement in India has done good work along 
the lines of credit societies, the time has come for a more forward 
movement along non-credit lines.' They also see great need for 
co-ordinating the various departments in their work for the good 
of the country. They say : 
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We desire to emphasise an opinion, which is based on the 
evidence of many witnesses, that not enough is ncm 
being done to co-ordinate the work of the ‘ nation 
building * departments, which do not, we consider, at 
present realise sufficiently what a ]iowerful instrument 
for the furtherance of their work is available to them 
in the co-operative movement. We therefore suggest 
that Government consider the advisability of directing 
district officers of the Co-operative, Agricultural, 
Veterinary, and Industries Departments to have periodi- 
cal conferences to co-ordinate the activities of their 
depariments, and to submit reports to Government of 
the progress made therein. The presidents of central 
banks and federations should be invited, whenever 
possible, to attend these conferences.” 

Fundamental to the suc(*ess of this movement for self-help in 
India is confidence in one another which must be built up on edu- 
cation and training. Hence the first condition obviously is that 
every member should have a knowledge of the principles of co- 
()]M»rat ioii, if this co-operation is to he I'cal and not a sham.”® 

On this j>oint the Committee say: 

“ We have been very lum h impressed by tlie lack of 
knowledge of even the commonplaces of co-operation 
shown, not only by the members of primary societies, 
but also by office-bearers, and (‘veii by the statf 
employed by the Auirioiis non-official agencies. We be- 
lieve that many of the unsatisfactory features in the 
present condition of the movement are directly attribut- 
able to this ignorance. Even the official staff is, we 
consider, in many respects insufficiently trained for the 
proper discharge of its duties. Too much im|)ortance 
cannot be attached to the necessity for adequate educa- 


7 Report of the Committee on Co-operation in Madras, p. 69. 

8 Calvert’s Daw and Prineiples of Co-operation in India, p. 11. 
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tion in co-operative principles of all concerned in the 
movement/’ 

One matter of more than ordinary interest is the question of 
land mortgage banks, both primary and central; the Committee 
see in this practice a means of real help to the agriculturists. 
They say: “ We are of the opinion that every effort should be 
made to form primary mortgage banks, wherever possible, to 
provide long-term credit for the ryot.” ‘‘ We are of the opinion 
also that very slow progress will be made unless a central land 
mortgage bank is formed in Madras to float debentures on mort- 
gages transferred to it by primary land mortgage banks, and to 
finance the latter out of the proceeds of such debentures.” If 
our proposals are adopted, we feel sure that large funds of Indian 
insurance companies will be invested in the debentures of the 
central land mortgage bank. We understand that these companies 
suffer from a lack of suitable mortgage investments, which form 
a large portion of the investments of insurance companies in 
England. We consider that Government should take all possible 
steps to assist in this direction.” 

A good deal of attention was paid to the question of reserve 
funds and fluid resources. The Co-operative Societies Act make 
no reference to the maintenance of fluid resources; that is, to the 
necessity of societies holding a certain proportion of their assets in 
a liquid form to meet the claims made from time to time by deposi- 
tors. The conclusion at which the Committee arrived by a 
majority, but not unanimously on this matter is that the exist- 
ing arrangements with regard to fluid resources are sound, and 
that a change in them is not called for. We however recommend 
that, in order to make the existing arrangements absolutely safe, 
steps be taken to ensure that the continuance of these facilities is 
made obligatory on the Imperial Bank by some statutory provi^ 
sion, contractual guarantee, or other suitable method.” We feel 
very strongly that the holding of appreciable tangible liquid 
assets by the central banks is very necessary as a protection to 
the agriculturist.” 
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WMt is needed in the Madras Presidency is an educational 
campaign putting forth the claims and advertising the advantagei^ 
of co-operation. In this connection the Committee have made a 
novel and valuable suggestion, which ought to be tried: “ We 
suggest that if funds permit, a small fleet of demonstration motor 
vans should be organised, which should tour the Presidency in 
charge of an oflScer with sx)ccial ijropagandist abilities, and give 
ocular demonstration to the ryots of the practical value of co- 
operation. In certain other provinces a demonstration train is 
being used for the puipose. But we consider motor vans would 
be more useful in this Presidency. We understand that the 
Agricultural Department has a similar project under consideration, 
and we recommend collaboration with that department in the 
matter.’’ 
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I.AND RIGHTS IN BENGAL 


BY 

I. C. Ghosh 

During the debate on the Bengal Tenancy Amendment Bill 
of 1928, the Honourable Member in charge of the Bill (Sir C. 
Mitter) said ; " Rightly or wrongly, from 1793 onwards the 

Zamindars have been the proprietors of the soil. * And again : 
‘ To-day, what is the legal position of the Zainindar and the 
Raiyat? In 1793 the Zamindar was made the i>roprietor of the 
soil/ Anybody who reads the discussions on the Amendment Bill 
cannot but be surj)rised at the conflicting opinions expressed on 
this important and fundamental matter. It is desirable that the 
confusion of thought should be removed and we should have clear 
ideas about land rights in Bengal. 

In English law, there cannot be any absolute property in land, 
in the sense in w^hich it applies to other things. There can only 
be an ownership of an estate in the land; i.e., one can only enjoy 
the incidents of some definite interest in land. But the term 
‘ proprietor ’ has long been used in Indian Tenancy Laws, and 
whatever may be the legal implications of the term, for practical 
purposes, we may safely speak of ' proprietary interest in land,* 
so far as Bengal is concerned, without giving rise to much confusion 
of thought. 

In this connection, three classes stand out in Bengal: the 
State, ‘ the Zamindars, independent Talukdars, and other actual 
proprietors of land,* with whom the permanent settlement was 
made, and the raiyats. The vast number of intermediary interests 
between the Zamindar and the Raiyat, that has grown up in 
Bengal, also stand out as a separate class; but so far as their rela- 
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tion with the raiyats is concerned they may be ireated on the 
same footing with the Zainindars as the In ik I lord class. 

For quite a long time, the question has been discussed whether 
the State owns the land, and with it the connected question, 
whether land-reTenue is a tax or a rent. Eminent authorities have 
given their opinion that the State in India, in the early Hindu 
and Muhammadan days, had no pretensions of being proprietors of 
the soil, and that its right to tlie land-revenue depended for its 
sanction on immemorial custom, M*hich always had been a [intent 
factor in the East. The extravagant claim of ihe State btu'ng tlie 
sole owner of the soil is a comparatively later growth and one of 
the results of the decline of the Mogul rule (s(‘e JV.ulen -Powell, 
iMnd-Systems of British Indio, Vol. I, Ohap. IV. See. VI). 
Recently, the Indian* Taxation Enquiry (^ommittee thoroughly 
reviewed the historical aUd legal aspects of the (juestion and came 
to the unanimous conclusion that: In the case of land under 

Permanent Settlement, the Gfovemment have now no proprietary 
right, and that as regards Khas Mahal estates and waste lands 
outside the Permanently Settled areas, they have full proprietor- 
ship.*’ (Report of I.T.E. Committee, p. f>6.) 

One thing is clear. The right of the State to a share in the 
produce of the land is undisputed; and all land is, in a manner, 
hypothecated as security for land-revenue. Apart from that, it 
is now of little practical importance whether the State may techni- 
cally be called proprietor of land or not. Hence the two main 
classes whose interests in land are to be considered, are the land- 
lords and the tenants. 

The Permanent Settlement of Bengal (Ilt^gulation I of 1793), 
was the beginning of the systematic attempt to put property in 
land in Bengal, from a basis of custom to a basis of law and 
contract. It declared that the Zamindars, ind^’pendent Talukdars 
and other actual proprietors of land, with or on behalf of whom 
a settlement had been concluded with the Government, and their 
heirs and legal successors, will be allowed to hold their estates at 
the stipulated assessment for ever. The wording of this declara- 
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tion has been a more fruitful source of conlusion and misunder- 
standing as to the status of the various parties that have an 
interest in land in Bengal than perhaps anything else. 

In issuing instructions for the Permanent Settlement, the 
Court of Directors had suggested that the settlement should be 
made with the ‘ landholders, ’ ‘ but at the same time maintaining 
the rights of all descriptions of persons.’ The Act of 1798 certain- 
ly put the Zamindars on a definite legal basis as regards property 
in land. But the rights which the Government possessed, and 
those possessed by the Zamindars, were admittedly not exhaustive 
of all interests in land. The fact remains that many of the culti- 
vators had been in possession of the soil from before and they 
did not owe their position to the Zamindars, who were now declar- 
ed ^ actual proprietors.’ They had their rights in land created 
and recognised by the Common Imw and Customs of the country. 
During the discussions which preceded the enactment of the Perma- 
nent Settlement, it was evident that the authorities were fully 
aware of these rights, and of the necessity of protecting them. 
But in the Regulations of 1793 no clear and definite laws were 
enacted defining the rights of the Raiyats and having them adjusted 
once for all. The Government contented with reserving to itself 
the right to interfere in future. This omission is certainly to be 
accounted for by the extreme intricacy and difficulty of the vsubject 
and has been candidly expressed by Sir John Shore in his Minute 
of 8th December, 1789, as follows : ^ The most cursory observa- 

tion shows the situation of things in this country to be singularly 
confused. The relation of a Zamindar to Government, and Raiyat 
to a Zamindar, is neither that of a proprietor, nor a vassal, but, 
a compound of both. The former performs acts of authority, un- 
connected with proprietary rights, the latter has rights without 
real property ; and the property of the one and rights of the other 
are, in a great measure, held at discretion; .... much time ’will, 
I fear, elapse before we can establish a system perfectly consistent 
in all its parts .... Nor am I ashamed to distrust my own 
knowledge, since I ha^e frequent proofs th^t new enquiries # 
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new informatian.’ Perhaps , cirexunstances of the time justify the 
diffidence of Sir John Shore, and explain the inaction of GoTem- 
ment, but it did not and could not take away the existing rights 
of the Haiyats* As the late Mr. Justice Ameer Ali says : ‘ Though 
,the rights and obligations of the liaiyats were not definitely as- 
certained and recorded before the conclusion of the Permanent 
Settlement, their rights were not altered or in any way affected by 
that settlement/ (Bengal Tenancy Act — Introduction, p. 12.) 
The history of subsequent legislation in Bengal shows that this 
was recognised and acted up to by Government. In introducing 
the Tenancy Bill in 1885, the Hon. Mr. ilbert said in this connec- 
tion: ‘ It was said, that at the time of the Permanent 

Settlement, and as part of the same arrangement, a formal declara- 
tion was made, declaring the property in the soil to be vested in 
the Zamindars. And thioughout the llegulation of 1793, which 
confirmed and gave eft'ect to the Permanent Settlement, the 
Zamindars are described as “ proprietors and “ actual proprie- 
tors ’’ of land; and that this declaration and description are in- 
consistent with the notion of proprietary right in the land being 
vested in any other class of persons. As to the use of the term 
“ proprietor,’^ no serious ai'gument can be based upon it. 

‘ I have heard of the magic of property. But I have never 
understood that there was any such magic in the phrase “ proprie- 
tor ” as to wipe out any rights qualifying those of the person to 
whom the phrase was applied; and it would be specially difficult 
to show that it had any such effect in the Regulation of 1798. . . . 
In the next place, the term was freely applied to the Zamindars of 
Bengal, and other persons of the same class, in Regulations and 
other official documents of a date anterior to 1793, and therefore 
could not possibly be taken as indicating, or, to use a technical 
lerm, connoting, rights created at that date.’ 

But the spirit of active legislation in setting the law of land- 
lord and tenant in Bengal on a proper basis had not come on the 
Government much too soon. In 1798, the only provision made 
was as regards the grant of Pattas by the landlords, and the 
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expression of pious hopes that the Zamindars would act in the 
best interests of the tenants. Both the Zaniindars and the tenants 
were unwilling*, for their own reasons, to have the Pattas ; and 
'what is worse, these ^vere turned into instruments of oppression 
in a way which the framers of our early tenancy laws could never 
contemplate. 

Soon after thti Settlement many Zamindars were unable to 
discharge their liability to Government, and the latter in its turn 
became lestive about the revenue. The necessity of putting its 
revenue on a secure basis had first set the Government thinking 
about settlement and definition of land-rights. The same necessity 
set it strengthening the hands of the landlords. Promises of safe- 
guarding the rights of the Raiyats were forgotten. Till 1859, 
the history of tenancy legislation in l^engal is the history of the 
continuous absorption of the tenant-right by that of landlord. Of 
these, llegulation VII of 1799 is perhaps the nuist notorious and 
the most ruinous as to its effects. 

The inevitable reaction came, and Act X of 1859' was passed, 
which has been well ciJled ‘ the first modern tenant law in 
Bengal. From that time onwards a sustained effort was made 
to improve the Tenancy l^aw in Bengal, and the great Tenancy 
Act was passed in 1885, which had been, with slight alterations, 
the law of hindlord and tenant in the province till substantial 
changes were introduced by the Amendment Act of 1928. 

A review of the present legal position of landlord and tenant 
as regards the most important attributes of pro])rietorship does not 
reveal the Zamindars and other landlords as absolute proprietors 
of the soil. The most impoitant incidence of proprietorship in land 
is the right to the enjoyment of the economic rent as evolved by 
competition for land, and this can only be secured by the power of 
the landlord to enhance the rent and eject the tenant at his wilf. 
In all these respects, we find the essential elements of proprietor- 
ship lacking in the position of the Bengal landlord. There is no- 
thing like comi>etitive rent in Bengal. Bent has been defined 
by the Bengal Tenancy Act of 1886 as ‘ whatever is lawfully pay- 
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able by the tenant to his landlord, for the use or occupation of 
land/ And this amount, being controlled by the provisions of 
the Tenancy Act, is far from being the economic rent as evolved 
by the process of natural competition. Some Kaiyats hold at rents 
or rates of rent fixed in perpetuity; and the rent of any tenant 
who has an actual or presumptive possession of his holding since 
the Permanent Seitlement cannot l:)e changed except on the ground 
of an alteration in the area of the holding. The rent of an 
occupancy-raiyat can be enhanced only up to 12^ l>er cent by 
contract, and by suit in a court only under c(?rtain specific condi- 
tions fixed by law. As the law stands at present, no tenant can 
be ejected except in execution of a decree and there can be no 
ejectment for non-payment of rent. 

It is further important that the interest of a Raiyat who holds 
at a fixed rate of rent is capable of being transferred or bequeathed 
in the same manner and to the same extent as any other immov- 
able property ; and by the recent Amendment of 1928 the interest 
of an occupancy-raiyat has been made transferable on payment of 
a fixed landlord’s fee. 

Thus, we find that the tenants in Bengal — at any rate, the 
great majority of them, comprising those who hold at fixed rates 
and those who have occupancy rights — have substantive interest 
in their holdings, originating in many cases in the customs of 
the (X)untry and not by any act of, or contract with, the landlords, 
and now recognised and protected by the existing law of Landlord 
and Tenant in the land. The coriect view of land-rights in 
Bengal, is that the several classes have divided ownership in land; 
they own separate and distinct interests in it. More than forty 
years ago Baden-Powell wrote: ‘ The actual right of the landlord, 
as it now exists, is an estate in the soil, . . . limited by the 
rights of tenure-holders and Italy ats, .... and of course, by 
the Government’s right to its revenue.’ {Lo/nd-Sy stems of 
British India y Vo'l. I, p. 623.) This still remains the position 
to-day. Every holding in Bengal is of the nature of a firm of 
which the actual cultivator is the active and managing partner. 
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He gives the landlord — ^not the economic rent— but, what is his 
due, as a share in the profits of the transaction. And this is 
strictly regulated by law and the circumstances of each case. 



EXPORl DUTIES IN THE INDIAN EMPIRE 

BT 

E. H. SOLOMAN, 

i ^nivf'Tnit }! CoUeije , Rn n tjoo n . 

From the accounts for the year 19&6-27, it would appear that 
the revenue collected from export duties within the Indian Empire 
less refund and drawbacks amounted to Ks. 5,83,96,920. This 
was a little more than 12 per cent of the aggregate revenue of 
the Central Government including in the latter only the annual 
C/ontribution obtained from the railways, instead of the net receipts 
or gross earnings minus working expenses. From the subjoined 
statement the share contributed by different commodities to the 
net total of revenue from export duties in lf)26-27, will appear 
clearly. 


Net Revenue from Export Duties derived in ] 926-27. ‘ 


Article 

Amount 


Rs. 

I. Jnte (manufactured) T... 

2,21,26,307 

II. Jnte (raw) 

1,68,35,998 

III. Rice 

1,12,86,1.')! 

IV. Hides and Skins, raw 

.30,61,280 

V. Tea 

50,83,437 

VI. Government Stores 

3,747 

Total Rs. 

.5,83.96,920 


1 Vide p. 81. Finance and Revenue Accounts of the Government of India, 
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According to the revised estimates of the year following, while 
a slightly larger gross revenue was expected from export duties 
than in the preceding year, this was to be obtained practically 
entirely from substantial increases under Jute, Rice, and Hides 
and Skins, as from the year 1927-28, the export duty on Tea was 
converted into a cess to be utilized by the Indian Tea Association 
for the development of their interests. The following is a state- 
ment of the gross amomit of export duty which the Government 
of India expected to collect from Jute, Rice, Hides and Skins 
during the financial years 1927-28, and 1928-29, respectively. 


H&ver}ne expected from Export Duties in 1927 ^28 y ami 1928-29.^ 



Amount (in lacs of rupees) 

x\rticle. 

Revised Estimate 
1927-28 

Budget Estimate 
192<S-29 

1 

I. Jute (raw and 
manufactured) 

48542 

420*45 

11. Rice 

121*69 

12207 

Ill, Hides and Skins 

3446 

35- 10 


While the actual revenue collected from Jute and Hides and 
Skins in 1927-28 exceeded the* amounts anticipated in the above 
estimates, by Rs. 2,447 lacs and Rs. 2.87 lacs respectively that 
from the rice duly fell below expectations by Rs. 15'47 lacs, owing 
to a heavy fall in the Indian exports of rice since the beginning 
of 1928. As a source of revenue, therefore, export duties on these 
commodities may be expected to play a part of declining import- 
ance in the Government of India’s Budget, particularly when it 
is remembered that the exports of raw and manufactured jute 
goods were abnormally high during 1927-28. Hence it will be 


2 Vide p. 93 of Budget for 1928*29, 
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interesting to investigate the nature and origin of the present 
export duties, with a view to considering how far any or all of 
them are justifiable in present circumstances. 

With the exception of the duty on lice which has continued 
unchanged since 18G7 at three annas a maund, the duties on raw 
and manufactured jute and hides and skins are of comj^aratively 
recent origin. It was during the fiiiam ial stringency experienced 
by the Indian Government in the midst of the wuir, that the export 
duty on raw and manufactured jute was first levied in 1910. In 
file following* year, continued need for money caused the export 
duties on jute, to be doubled to the rates at which they now 
stand. 3 

Unlike the export duty on jute, that on hides and skins 
originated from a different motive. Before the war, Germany 
practically monopolized the import of hides from India. During 
the Avar however Indian 'supplies were chiefly directed to Britain, 
where tlie tanning industry received a great stimulus, and was 
naturally anxious to retain and expand if possible their use of 
Tndian hides, after the conclusion of hostilities. In India too the 
inevitable shortage of im]X)rted leather goods during the war led 
to the development of leather factories in Oawniiore, in Madras, 
in Calcutta. With a view then to protect both the infant Tndian 
industry and the interests of British tanners, the (lovernment of 
India in September, 1919, passed a bill levying a duty at 15 per 
cent on hides and skins exported from India. Gf this amount 
3/3 was to be refunded on hides and skins exported to British 
dominions. This duty was very unpopular among the hides and 
skins merchants whose trade also suffered from exceptional depres- 

3 The rates of export duty on jute are as, follows: 

Raw jute, cutting Rs. 1-4 per bale of 100 lbs. 

Raw jute, all other qualities Rs. 4-8 per bale of 400 lbs. 

On sacking (cloth, bags, twist, yarn, rope and twine) : — 20/- per ton of 
2,240 IhB. 

On Hessians (and all other manufactures not already specified) 82/- ^ler 
ton of 2,240 lbs. 



sion (luring 1921-29. Partly owing to this and perhaps also dxie 
to the fact that the hoped-for close relations between British im- 
porters and Indian exporters of raw hides and skins did not 
materialize, the duty in 1923 was reduced to a flat rate of 5 per cent 
on all exports,^ at which it now remains. 

While it would thus appear that all the (export duties levied 
to-day by the Indian Government, exist primarily if not solely for 
tJie purpose of yielding revenue, it is permissible to enquire to 
what extent the choice of ciommodities taxed conforms to con- 
ditions in which economic science justifies the iiii|X)sition (jf export 
duties as a means of raising revenue. Before enquiring however, 
into the conditions in which exj^ort duties are a legitimate source 
of revenue, it may be admitted that conditions are conceivable in 
which they are justified as a means of protection to the interests 
of large bodies of consumers or producers in tlu-^ State. For in- 
stance, there may be a temporary and unforeseen shortage in tlie 
supply of some indispensable necessity, such as rice or wheat, 
normally produced in sufficient quantity to permit a small propor- 
tion to be exported. In these conditions, unchecked facilities to 
the (export trade would cause an abnormally high rise in price of 
the commodity^ to home consumers, which is the less justifiable if 
as ill India, the average purchasing jxiwer of the consumer is very 
low. In these circumstances, a siifflciently high export duty 
levied temporarily during the continuance of tlie condi lions out- 
lined above would check exports and cause internal prices to rise 
less than they otherwise would. » In view, however, of the induce- 
ments to corruption and evasion which the presence of a high duty 
creates, it is doubtful whether the same object of checking exports 
would not he more completely obtained by temporary legislative 
prohibition of export of the scarce commodity as of wheat in 1920. 

Perhaps the most perfect justification of an export duty to 
protect the interests of consumers was afforded by conditions in 
the petrol trade in India after the war, and in particular during,— 


4 Vide p. S47 of N. J. Shab*s “ Histca’y of Indian Tariffs,” 
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1921 — 2b A During this j>eriod, the petrol produced under mono- 
polistic conditions within the Indian Empire, was sold principally 
to countries outside India at prices considerably below those charj^- 
ed at Indian ports. Had the Government of India then i bought 
fit to levy an export duty on petrol at a rate slightly h ss ft an the 
difference between the prices charged to Indian and foreign con- 
sumers, it would have had the effect of radically reducing foreign 
exports and compelling the oil companies to market a larger part 
of their production in India at more reasonable prices. TTnfortu- 
natelv, the Government shows little tendenev to legislate on behalf 
of a large and inert body of consumers generally unvo(*al against 
the vselfish interests of strongly organized groups of producers. 
GovernTuent have been more ready to impede the outflow of raw 
materials from their states by levying export duties in order to 
create a maniifacduring intlustry within the (H)untry. Such action 
while favourable to the interests of one set of producers is likely 
to injure those of another group, i.e., the producers of the raw 
material. Exceptional circumstances are however conceivable, as 
when the bulk of the raw material produced is exported and the 
foreign demand for it is inelastic, in which the injury to the pro- 
ducer of raw materials may be reduced to a minimum. Such 
circumstances probably justified the present export duty of 5 per 
eent on raw hides and skins. For the demand on Indian bides and 
skins from Gennany and the TTnited States is relatively inelastic, 
as they supply a need which cannot be easily fulfilled by the heavier 
hides and skins obtainable from the Argentine, the Cape of Good 
Hope, and other exporting centres, as is borne out by the figures 

5 The following statistics indicate in millions of gallons and lacs of riipoos, the 
average annual exports of petrol from Rangoon during the four years April, 1^*21- ' 
March, 1925 



Quantity. 

Value. 

Average price 
per gallon. 

(1) To Foreign Ports ... 

19-667 

214.96 

Bs. 1-1-6 

(2) To Indian and other 
Burmese ports ... 

16379 

23103 

Bs. 1-6 7 
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lx)th of quantity and value exported during the years 1917 — ^28.^ 
From these figures, it would appear that except in the abnormally 
depressed year 1920-21, the quantity of hides and shins exported 
since the levy of the 16 per cent duty in 1919 have never fallen be- 
low those for the years pre(‘eding the levy of the duty, while since 
the reduction of the duty to 5 per cent in 1923 export have increas- 
ed almost uniformly both in quantity and value. The present 
export duty on hides and skins, while not affording very much 
stimulus to the indigenous tanning industry, seems to bo justified 
from every point of view for revenutvproducing ])urposes. 

In selecting commodities for the levy of export duty for the 
pur])ose of deriving a substantial revenue, the main consideration 
is to try, if possible to place the bulk, if not the entire, incidence 
of the duty upon interests outside the country. This result is apt 
to be fulfilled the more inelastic is the foreign demand for the com- 
modity and the more elastic the home supply offered to foreign- 
ers. The foreign demand for Indian raw jute is very inelastic, 
not only because no other country produces it at anything like the 
Indian price, but also because it is not easy to obtain other fibres 
at equally cheap prices for manufactures in foreign jute mills of 
bags and cloth required for transporting grain, cotton and other 
raw produce. Besides, such bags and cloth, forming as they do 
generally, but a small portion of the total value of the commodities 
which are packed in them, ctin suffer a large increase in their 
price ; without there being a 'proportionate reduction in the 
demand for them. Again, the supply offered to foreign sources 
is fairly elastic for two reasons. The jute acreage in India can 
to a very large extent be used for the cultivation of rice, so that 
while in years of high prices the acreage under jute tends to ex- 
pand, in years of low prices it tends to contract in favour of a 
larger sowing of rice. Besides the existence of the demand for 


6 Vide pp. 476—479 of Statisticsftl Abstract for British India (No. 2196) and 
pp. 176177 of the Accounts of Bea-bome Trade and Navigation of British India 
for Hatch, 1928, 



EXPORT DUTIES IN THE INDIAN EMPIRE 


705 


raw jute from Indian mills, is a further factor, accentuating the 
elasticity of the supply for foreign consumers. 

There can be little doubt therefore, that the whole of the ex- 
port duty on raw jute will be borne by foreigners so long as prices 
of raw jute do not rise to a level such as will make the substitu- 
iion of other coininodities for it a paying proposition. 

In regard to the duties on manufactured jute, their rates have 
])een *so calculated as to e(jualize the extra cost of raw material 
wlii(‘li foreign mills have to incur as comi)ared with Indian mills, 
as a r(\s\i]t of the duty on raw jute. Consequently they serve 
iiKuely It) (Mjualize competition in manufactured jute goods in the 
uorld micrket as botweem Indian and foreign mills. Considering 
that ihe former produce approximately half of the world’s oui])ut 
of inaiuifactured jute goods, their position in s]n1e of the duly 
on jute goods remains sfrong, and they have only to blame their 
shortsighted short-time jmlicy for the fact that wliile exports of 
raw jute have nearly doubled, those of jute bags and cloth have 
increased in much smaller i)roportion, i.e., about 20 per cent and 
40 per cent respectively, since 1921-22,^ the year since the short- 
time policy was pxit into efPect. 

Resides jute and jute manufactures, there are several other 
Indian exports for which the demand is, if not as inelastic as for 
jute, soniewdiat inelastic, while their supply is also fairly elastic. 
Raw cotton and oil seeds may be cited as examples of such com- 
modities of the former exports w^hile naturally fluctuating from 
year to year, according to the size of American crops, and the 
relative ])ric6s for Indian and American cotton, have on the whole 
shown a decidedly upward tendency even as compared with 1919-20, 
which at that date constituted a record. This tendency is intel- 
ligible when one realizes that for Japan, Italy, Germany, Ikdgium, 
France and to a lesser extent, the United Kingdom, there is no 
other source of supply hut India for the short-stapled cotton so 

7 Vidt pp. 478—490 of Statistical Abstract of British India (No. 2136) and 
pp. ^18— 220 of Accounts of Sea-borne Trade and Navigation of British India 
for March, 1928. 
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nf»co88ary for iho t.\T»c of goods almost all thesn countries produce* 
A small export duty of 5 per cent on raw cotton exports would 
iherofore injure the interests of Indian cotton-growers but slight- 
ly since in many cases these can grow sugar, wheat, or other 
grain crops equally suitable for their lands, while it would be of 
appreciable assistance to the depressed Indian cotton industry. 
It would also have the added advantage of bringing in a hand- 
some revenue of two crores^ per annum the bulk of whosa inci- 
dence would fall on foreigners. 

As regards oilseeds, it may be admitted that the demand for 
c<^rtain varieties, especially linseed is relatively elastic owing to 
the existence of several other sources of alternative supply to 
India. On the other hand for castor-seed and to a, smaller extent 
for groundnuts which constitute over half the total value of seeds 
exported, it is much less elastic. Generally vSpeaking, the supply 
of oilseeds in India fluctuates largely from year to year, thereby 
indicating the existence of other crops which are substituted for 
them in years of comparatively low prices. In such circumstances 
a small duty of 2^ per cent while doing very little injury to the 
cultivators of qil seeds would yield a revenue of nearly 50 lakhs a 
year^ to which the Government of India might legitimately resort 
in ease of financial stringency. 

Indeed such a duty would be more justified on economic ; 
grounds than the existing rice' duty of 3 annas a maund which per- j 
sists in the Indian tariff as an anachronism Avhile the conditions i 
which may have justified its levy in the past no longer exist. I 
For, although the duties form but 3| per cent to 4 per cent of the / 
total values of difierent varieties of Indian and Burmese rice, this 
burden, small as it may seem to the casual observer ^ falls at pre- 

8 This figure is caJcnlateii on tlie b&ftis of the rather low exporte for the year 
IS127-28, and after allowing for the probable decline in exports coij^quent on 
iniposilion of the duty— pp. 476-7 of Statistical Abstract for British Tridia , 
(No. 2126) arid pp. 206-7 of Acconnts/ etc., for March 1028. 

9 This estiniate is based on the figures of export for 1936'27 the lotveist dn 
record in post-war years with the exception of the year of acute depa^sion 1920*21*' 
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sent almost entirely on the i-roducer, and threatens with disaster 
the maintenance of the existing standard of living in large areas 
of the Indian Empire. 

Such a statement might excite incredulity is view of the wide- 
spread belief regarding the inelasticity of the world’s demand for 
rice. It is therefore meet that the grounds for this popular belief 
be carefully examined. It may be freely admitted that rice forms 
the staple article of diet of vast masses in China, India, the Japanese 
Empire, Indo-China, and the East-Indies and of smaller popula- 
tions in Cuba, Africa and elsewliere. llesides there is also a de- 
mand for it as a secondary food from Europe and the United 
States of America. But while the aggregate world’s consump- 
tion of rice may he estimated at about 100, 000, 000 tons annually, 
it does not follow that the world’s demand for rice is necessarily 
inelastic. For, so low is the purchasing pow(‘r of the bulk of the 
people in the East, iliat large numbers reduce their consumption 
of rice when its juice rises, either by cutting down their meagre 
rations or by resorting to sxibstitules like millets, pulses, beans, 
rye and sometimes even wheat when the price of the latter com- 
pares favourably with that of rice, (jenerally sj>eaking the price 
of rice as indicated by the avtuage values per ton of Indian exports 
realized since 1919^® has, until 1928, remained remarkably steady 


10 1 he (ollowinfj table (he average value per ton of rice exported from 


the Indian Empire tor during u rjuuneial 
Year. 

1919-20 

lt>20-2l 

1921- 22 

1922- 23 
1928-24 
1924-26 
1926-26 
1926-27 
1927.28 
1928-29 

<8 inoaihs) 


year froin Ist Ai:)ril to 31st March - 

Value per ton in rupee. 

... 167 
... 166 
... 177 
... 165 
... 168 
... 162 
... 166 
... 161 
... 155 
... 144 
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at a hig-h level notwithstanding the fall in world prices that has 
occurred. Even the fall in price during the first six months of the 
current financial year is only 14 per cent as compared with the 
year 1920-21 when its price conformed more or less closely to the 
rise in general prices of other important food stuffs and raw mate- 
rials in the world. The comparative steadiness of the price of rice 
(lining* the last decade has been due i>rmcipally to a large falling 
off in the production of India herself (excluding Burma). For, 
since 1922-23 the Indian production (not including Burma) has, 
owing partly to diminished yields per acre, and partly through 
diminished acreage under rice due probably to the superior profit- 
ableness of crops like cotton, jute and sugarcane, declined by an 
average of four million tons per year. And while this has been 
off-set by the increased production in Burma, Siam, Formosa, Indo- 
China, Korea, Italy, the United States of America, Egypt, Spain 
and the Dutch East-Indies especially since cannot be 

doubted that the high price of rice which has been made possible 
by it has caused a considerable amount of substitution of otlnw 
food grains for rice among the poverty-stricken masses of the Easi. 

Again, even if it be admitted that the world demand for rice 
is rather inelastic, it does not follow that the demand for ri(*e from 
any particular source is equally so. For the mere existencM^ of 
several alternative sources of supply such as India, Siam, Indo- 
China and various American and European states each exporting 
rice in small or large quantities, renders the demand for the product 
from any one particular source more elastic than the aggregate 
demand. In the accompanying table an analysis has been made of 
Indian exports of rice . (rice, bran and flour have been omitted as 
they form a small proportion of the aggregate value of rice pro- 
ducts and are taken almost entirely by the United Kingdom, while 
the insignificant export of paddy is also omitted for somewhat 
similar reasons) to different destinations or markets during the 
last five complete financial years. The particular classification of 

t^-Vide p. IB of EBtimates of Area and Yield of Principal Crops in India/ 
1026*27 (No. 2108). 
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markets adopted her© has been based principally on geographical 
graundsy but it will be found that it also takes account to some 
extent of the different qualities of Indian rice consumed by various 
regions of the world. By studying the trend of the demand from 
these various markets and having regard to the fluctuations in 
price during this period some idea may be gained of the elasticity 
of the demand for rice from the Indian Empire. 


. Eitports of rice (in 1000 tori>s) from the Indian Empire 
during 1923 — 28. 


Destination 

1923-24 

1924-25 

1926-26 

1026-27 

1927-28 

1928-29‘'» 

I America ... 

126 

152 

109 

144 

128 

84 

II Eu r o p e and 







Egypt 

-638 

811 

720 

547 

605 

516 

III Africa 

109 

106 

121 

110 

132 

86 

IV Near East ' “ ... 

no 

73 

105 

72 

106 

77 

V Ceylon 

389 

403 

432 

399 

461 

376 

VI East Indies' “... 

413 

472 

453 

348 

365 

334 

VII Australasia . . . 

17 

26 

29 

12 

20 

9 

VIII Far East " ... 

365 

313 

640 

384 

296 

85 

IX Other countries 

8 

15 

42 

19 

39 

: 85 

Total 

2177 

2273 

2549 

2035 

21.52 

1652 

Average price per 






j 

ton in Rs. 

159 

163 

155 

102 

156 

1 145 


lla The figures under the column 1928-29 are mere estimates derived by multi- 
plying the off-take in a particular market in the previous year by a fraction of 
which the numerator forms' the actual amount taken by that market during the 
first six months of 1928-29, and the denominator is the actual amount taken 
during the corresponding six months of 1927-28. The total for the column is the 
sum of these respective estimates for each market, and is not derived directly from 
the total for 1927-28. 

12 America here includes, U.S.A., Cuba, other W. Indies and Chile. 

1^ Europe and Egypt include U.K., Sweden, Germany, Netherlands, Belgium, 
Portugal, Austria, Einihe and Italy besides Egypt. 

14 Africa includes Mauritius and dependencies, B. Africa, Kenya, Zanzibar, Pemba 
and other East African ports. 

15 Near East includes Iraq, Arabia, Bahrein Islands and Persia, Aden and 
d^endenciSs. 

IS East Indies inoiude Malay Peninsuia, Strait Settlements, Java and Sumati^. 

17 Ewr Formosa and Siam. 
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Taldng first the total exports, it will he observed qiiaati- 

ties exported tend to mcrease or deorease in greater proportion thaii 
a fall or rise in the average price realized. The year 1924^25 when 
notwithstanding an increased price a larger amotini was exported 
seems an apparent contradiction of this tendency. As a matter of 
fact however, the high average price of 1924-26 Vras due to the 
world shortage of production in the previous year of nearly 
6,000,000 tons in all countries (except China) taken together. 
This naturally put the price up in all countries, and the Indian 
rupee price for 1924-26 would have been appreciably higher, but 
for the stabilizing effect exercised by the rise in exchange during 
the latter half of 1924. In 1925-26, when world production had 
recovered partly and Indian prices, already adjusted to the new 
level of exchange, fell, there was a great increase in exports of 
rice to the record figure of 2,549,000 tons. The attainment of the 
figure was partly assisted by a short crop in Siam in 1925, as a 
result of which Indian exports to the Far East jiimped from 313,000 
tons to 640,000 tons. This happy state of affairs was entirely re- 
versed in 1926-27, when while crops of the preceding year in 
India especially Burma, were slightly under normal and India’s 
idea of price remained high in cionseqiience ; bumper crops in Siam 
and Cochin China resulted in these countries making headway at 
India’s expense in Europe, in the Far East, the East Indies, and 
in fact almost every other market of India. 

The year 1926-27 may be taken as marking the beginning of 
a new epoch in the history of India’s rice trade. Beginning with 
this year and stimulated partly by the remunerative level of rice 
prices, production of rice increased greatly in Siam, Formosa, 
Ck>chin China, Eorea, Burma and the East generally (excepting 
India proper) , while in several European countries like Italy, 
Spam and Poland, and in the United States the same resiilts had 
ensued. The effect of this inoreased prodxiction in otber countries 
<m India’s principal markets both to westj has 

been very marked. Dexnand from her^ E markets is declin- 

ing due to the incieased Idcnl |)roduction of ^ 
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preference for a very highly milled and glazed rice such as is not"®** 
turned out by the mills of India and Burma. The only way to 
overcome this preference is by reducing Indian prices to such a 
level as to make it worth while for European consumers to give up 
their foolish^ preference for various ^ fancy ^ rices. This would 
also render rice cultivation a less profitable occupation in Europe 
and America. Similarly in India's eastern markets, the increased 
production combined with the superior geographical position of 
her rivals Siam and Indo-China, have caused the latter countries 
to make headway at India’s expense. There can be little doubt, 
therefore, as to the truth of the statement, that any attempt to 
raise prices for Indian rice is likely to result in a more than pro- 
portional falling off in off-take, while it is probable, judging from 
the figure of quantity exported and average price for 1926-27 and 
1927-28, that falling prices may bring a proportional increase in 
off-take. In other words demand for Indian rice, in present con- 
ditions seems fairly elastic. Any imposition such as an export 
duty, levied in these conditions, is likely to fall more upon pro- 
ducers than upon the foreign consumer, particularly if the supply 
of the commodity is also fairly inelastic. 

In the subjoined table, we find the protection of the total 
Indian rice export trade, provided by Burma since 1923-24. 

Proportion of quantity and value of rice exports of the 


Indian Empire coming frdm Burma. 


Year. 

Percentage of total quantity 
j exported, coming from Burma. 

Percentage of total yalues 
exported, coming from Burma. 

1983-24 

1 81 % 

79 % 

1924-25 

81 % 

78 % 

1925-26 

89 % 

85 % 

1926-27 

86 % 

83 % 

1927-28 

86 % 

82 % 

1928-29 
(6 months) 

87 % 

83 % ■ 


18 I hftV(E^ tiBed the epithet foolish,** beoauBe the food value of the highly 
polished and more expensive rice is aotnally lees than that of ordinary milled rice 
owinjg to the rembvid of vitamins ah^ fate from the grain during the polishing 
■ l^ocess. 
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T^ift proportion by itself k to eetablisb pitima’s pre^ 

dominant interest in this trade. But when in addition to tliie wo talEO 
note of the fact that every year India imports flt>m Bui^ 
considerably larger quantities of rice than is exported annually 
from the Indian Empire excluding Burma it becomes clear that 
the sole real source of export from the Indian Empire is Burma*^^ 
It behoves us, therefore, to examine the conditions of supply in 
that country* 

In the year 1926-27, the area that matured under paddy form- 
ed 70 per cent of the total matured acreage in the whole of 
Burma. This itself marked an increase over the preceding year 
both in the absolute acreage under paddy and that relative to other 
crops. Since 1926-27, the expansion in acreage figures (though 
not in net outturn of paddy) has continued until in the third fore- 
cast published on the 15th December, 1928, the matured area under 
paddy in Burma is estimated to be 12,126,000 acres, or 276,000 
acres in excess of the revised figures for 1927-28. 

In the subjoined statement, a comparison is made of the total 
matured acreage under paddy, the total outturn of paddy, the 
quantity of rice and rice products exported and the proportion of the 
latter to the outturn of paddy in Burma since 1926-26. 


192S-24 1924*35 1935*36 1926*37 1937*38 

i9Bxports of Burma Bice to India 

(in 1000 tons) ... ... 414 506 883 587 904 

Exports of non-Burma rice fcom 

India (in 1000 tons) . . . 413 438 975 968 989 

ao Vid$ pp, 91 and 89 of Seasoh and Crap Be^ Bums tm 
.June, 1997.; 
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Year, 

Matured 
paddy 
acreage in 
1000 acres. 

Paddy out- 
turn in lOOO 
tons. 

Kice and rice®' pro- 
ducts exported in 
1000 tons. 

Proportion of** 
exports to paddy 
outturn. 

1935-26 

11,165 

6,720 

2.903 

58i % 

1926-27 

11,483 

7,422 

3,223 

584 % 

1927-28 

11,850 

7,329 

see 

51 % 

1928-29*’ 

12,126 

7,334 

see 

••• 


From the above statement it becomes clear that, after supplying 
the needs of the people of Burma, nearly 3/6 of the whole paddy 
crop is available for export. In other words, remembering that 
paddy cultivation occupies more than 70 per cent of the area sown 
and matured, over 40 per cent of the total cultivated area of Burma 
is devoted solely to the production of paddy for export. In view 
of the comparatively scanty population in Burma; of the limita- 
tions on the production of crops other than paddy prescribed by 
climate; in view of the overwhelming bias in favour of paddy in 
her present agricultural economy ; in view of the large proportion 
of her agricultural effort directed solely towards export; as is in- 
dicated by the fact that rice and rice products form on an average 
60 per cent of the total value of Burma’s exports, and that these 
constitute the only method of payment for the numerous articles 
of import for which Burma’s demand is inelastic ; it is difficult to 
imagine Burma appreciably contracting her supplies of paddy as a 
result of a fall in price. The diminished exports for 19S8 form no 


21 The figures for exports refer to the calendar year next after the commence* 
ment of the seasonal years against which they are placed. Thus the exports 
appearing against 1985-36 actually refer to the calendar year 1986. 

ttThe poioportion of exports to total production of paddy is calculated by 
multiplying the figures under exports by 100/74 before comparing them with the 
total productii^ as it is estimated that only 74 per cent of rice and bran, etc,, 
are obtained from a given ton of paddy. 

2l^e figuies for 1936*39 are as given in the third forecast published on 
]>eoembsr^^^ 
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exception to this statement. For they are the result of inability to 
obtain sufficient foreign buyers as compared with 1,907, in spite 
of a fall in price of approximately 7 per cent rather than of a 
deliberate attempt on the part of Burma to withhold supply . That 
this is so, is attested by the fact that in spite of low prices ruling 
during April to September 1928, the area sown with paddy during 
this period is the largest in the history of Burma. This record 
sowing in spite of a fall in prices emphasizes the peculiarly one- 
sided character of the present agricultural economy of Burma. 
For her soil, her climate, the traditions and tastes of her people, 
the activities of the Agricultural Department of the province, have 
all favoured the development of paddy cultivation in the past, and 
make it difficult now, or in a few years, sufficiently to diversify her 
agricultural system to make it easy for Burma to contract her 
supplies of paddy for export when prices are unfavourable. 

In these circumstances, it is obvious that the present export 
duty on rice falls almost entirely on the producer. And since 
Burma is the sole effective exporter of the Indian Empire, export- 
ing herself to India and the rest of the world more than the total 
exports of the Indian Empire, it falls almost entirely on the produc- 
er in Burma. • Nor is the burden of the duty restricted merely to 
its incidence as measured by the following figures: 

Gross revenu0 collected on emports of rice from Burmo,^ 

1923-24 1924-25 1925-26 1926-27 1027-28 

Rupees 95,67,000 98,44,000 1,24,62,0001,01,15,000 90,45,000 

Account has also to be taken of the loss in trade dtie to the eads- 
tence of the duty which forms 3| per cent to per cent of the 
f.o.b. price of rice. Furthermore, the duty by cutting off poten- 
tial markets compels Burma to market her inelastic supplies in 
those markets where she possesses adyantages of geographical 
situation or better shipping facilities, at prices less than she plight 
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otherwise have been able to charge. Thus in 19^27-28, while price 
realized for exports of Burma rice fell on the whole, the fall was 
greater for exports to African, American, Ceylon and Indian ports, 
than to Europe and markets south and east of liangoon where keen 
competition always keep prices cut very fine. 

Hence if the total injury caused to producers in Burma be 
considered, there is little doubt that it will considerably outweigh 
the revenue obtained by the state and the advantage derived by 
Indian consumers of Burma rice. The retention of the export 
duty on rice cannot be justified in these circumstances on any 
grounds sanctioned by economic theory. Nor is it to be justified 
either by the plea of hnancial necessity, in view of the increasing 
revenues of the (iovernment of India from Custom and Railways, 
and the iK)ssibility, if occasion arose, of deriving additional revenue 
from export duties on cotton and oilseeds. In spite of this the argu- 
ment has sometimes been advanced that India should retain an ex- 
port duty on rice because Siam and Indo-China also levy duties on 
their exports. To this sort of argument the obvious retort is that 
India is not bound to follow the example of other countries if 
thereby her interests are injured. Furthermore it may be pointed 
out that the rates of duty levied by Siam and French Indo-China 
approximate to about bO per cent and 33 per cent^^ respectively 
of the Indian rate of duty, so that even if these countries chose 
to follow India in abolishing the duty, the position of the latter 
would be relatively improved. Nor is it at all certain that even 
if she wished Siam at any rate, would be able to sacrifice the 
large proportion of her total revenues derived from the rice export 
duty. 


^ vide p, ^7 of Imperial Inafcitute : Beports on Rice. 
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BY 

J. K. Mbhta, 

University, Allahabad, 

Commodities are usually divided into three groups^ “ ueoee- 
saries ” “comforts” and “luxuries.” In this article I have 
based the definitions of these terms on the efficiency-yielding power 
of commodities. The first of these, “ necessaries,” is again divid- 
ed into two heads, “ necessaries for existence ” and “ necessaries 
for effiiciency ” for the sake of academic interest. But it is 
generally recognised now that necessaries should by themselves 
snggest not only necessaries for existence but also necessaries for 
efficiency, probably because in most of the western countries there 
exists, practically, no class of people that subsists only on what 
may be called necessaries for existence. Thus, no practical interest 
now attaches to this group of commodities at least in the more 
advanced commercial countries of the world. Again, “ neces- 
saries for existence ” is a less clearly defined class than it would 
seem at the first thought. For though the discontinuance of many 
articles of consumption of an ordinary town labourer would 
seriously affect his life, yet it is hardly imaginable that it 
would cause death. Moreover, the disappearance of some com- 
modities of consumption may affect a labourer’s life in such a 
degree* as to drain him of energy and vitality and manifest signs 
of gradual decay of physical health ; or, in other words, the 
absence of some commodities may cause a slow and prolonged 
death. Whether such commodities should, therefore, be classed 
as necessaries for existence is a difficult question. Because, though 
their absence is responsible for a gradual decay of structure, it 
is probable that a careful readjustment of diet may again check 
such an exhaustion and perhaps rebuild the degeneratihg physiquo* 

m '■ 
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This brings us to the most important issue— perhaps the 
greatest of the causes which have thrown this class of neces- 
saries into comparative insignificance. The very fact that there 
exists an almost equally efficient substitute for every commodity 
of consumption, proves that no single commodity can, as a rule, 
be regarded as strictly necessary for existence. A poor man’s 
bread, seemingly so essential for life, can be displaced by rice, or 
rice again may be displaced by some other grain without any appre? 
ciable lasting effect on his life— excepting, of course, some extra- 
ordinary cases. Neither bread nor rice can strictly be regarded as 
necessary. Save perhaps the uneconomic commodities like air, and 
only a slightly economic commodity water, no other single article 
can be classed under the head “ necessaiies for existence.” Even 
water is not strictly necessary as it can be replaced by other drinks. 
But because no equally cheap drink is available in place of water, 
there is some practical utility in regarding it as a necessity for 
existence, though not Mithout a sacrifice of scientific accuracy. 

In spite of these objections we may reasonably regard groups 
of commodities as constituting a class of necessaries for existence 
such that this whole group of commodities cannot be substituted 
by any one or more commodities without causing a sudden or 
protracted death. But this would be tantamount, more or less, 
to saying that eatables together form necessaries tor existence — ^a 
statement which would perhaps make redundant the consideration 
of comforts and luxuries. Moreover, such a view has no practical 
importance. 

Though we cannot, therefore, draw a line between those 
necessaries which are and those which are not necessary for life 
or existence yet there is a great utility in classifying commodities 
under the three heads necessaries,” “ comforts ” and 
luxuries ” — ^regarding the first as composed of necessaries for 
life as well as those for efficiency. But here the distinction 
between these three groups is based neither on the consideration 
of what is, and what is not, necessary for life, nor on the con- 
eidera,tion of absolute quantities of efficiency. We may note at 
F. 9 



716 J . K. MEHTA 

the very start that these three classes are relative classes* The 
difierence between them is one of degree rather than of kind. It 
is this very essential point which is really brought out by many 
writers when they say that what is necessaiy to one is a luxury 
to another, and more generally, that necessaries, oomforts and 
luxuries depend on time, place, the person, and so forth. What 
changes affect these groups is the point that we shall take up 
next. In other words, we shall try to determine of what independ- 
ent variables these groups can be regarded as functions. 

Before we take this question in hand it should be our duty 
to define these three classes, or, in some other way, to distinguish 
one from the other. .But I propose to do that somewhere at the 
end of our discussion, in the meanwhile, relying upon our rough 
yet serviceable common knowledge, of what constitutes each class, 
for an understanding of the circumstances on which they depend. 
Every student of economics knows what commodities should be 
called luxuries, what comforts, and what necessaries to a parti- 
cular person at a particular time and place. ]Now assuming that 
what he knows is not far from the truth, or scientific accuracy, let 
us see when a commodity is a necessity, when a comfort, and when 
a luxury. 

A motor car may be regarded as a necessary ** thing to a 
surgeon of reputation, living in a modem city. But it is a ooin- 
fort to a well-to-do artist, perhaps, or again, an unattainable 
luxury to a low paid clerk. This makes one point clear that the 
class depends on the occupation of the person. Again, to a 
physician, who is a specialist in a particular branch, a motor car 
may not be a necessity when in the town the disease which he 
treats is not prevalent. Certain diseases have certain times dtiring 
which they occur — some occur periodically — hence to the same per- 
son a commodity may be a necessity at one time and a luxury 
at another time. Again, the same car to the same man may 
not be a necessary thing in a different place. To a surgeon a car 
may be useless in a village with narrow roads for all professional 
visits. In such a case the car may only be a comfort. Next^ a 
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certain kind of food may be a necessity to an invalid, while to 
a strong healthy man it may be necessary in no sense of the 
term. 

This discussion brings out clearly the fact that a commodity 
belongs to one class or another according to the occupation of 
the person and the time, place, and such other phenomena. Hut 
since a commodity is in one class or another according to the 
degree of efficiency which it yields (a statement which will be 
explained at length later on), we need simply look to those circum- 
stances which affect the efficiency-power, as it were, of a commo- 
dity with respect io a person. We, therefore, have to see only 
the occupation of the person and other circumstances which 
favour or obstruct the free influence of the commodity on the 
man. 

Since efficiency is the foundation on which we base our 
criterion to jiidge the class of a commodity, and since the efficiency 
is always relative to a particular kind of work and is greater or 
less according to the facilities for its application, we may say that 
the only things which affect the class of a commodity are the 
occupation or work of the person and the time and place through 
which the commodity imparts efficiency to the user. Here, as 
everywhere else, by ^ time * is meant a complex co-existence 
of varied phenomena. A change of time signifies so many alterar 
tions in the circumstances which have a bearing on the particular 
question under consideration. 

The saying that what is a necessity to a rich man is luxury 
to a poor man, and, consequently, that the class therefore depends 
also on the financial condition of a person, lacks a great deal of 
truth. It lacks at least that degree of accuracy of statement 
which can be imparted to economic discussions. 

A commodity is a necessity to a rich man while a luxury to 
a poor man only because the nature of work or the occupation of 
the user is different in each case, and consequently, the direction 
in which the efficiency flows is different — ^but not because the one 
has more wealth than another. Other things being eqtial, the 
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difference of wealth makes no difference at all^ save when the 
terms necessaries and luxuries are used in the ordinary sense — a 
luxury signifying what is enjoyed only rarely, and a necessity 
signifying what has entered regularly and more or less permanent- 
ly into consumption. It is however true that the nature of work 
differs with the financial status of the man, but this is hardly a 
justification for the statement that the class varies with the wealth 
of the man* 

It would be well to remember here, however, that a continuous 
consumption of a commodity very often fosters the growth of 
habit. To a rich man an article of luxury, after a continued use 
over a long period, becomes a sort of lu^cessity in the sense that 
its discontinuance causes discomfort and thereby affects efficiency. 
But later discussions aboiit the definitions of the terms neces- 
series,'^ ** comforts,*' and luxuries " will show that to the rich 
man the thing becomes a comfort *’ and not a necessity, because 
its decrease causes a greater harm than the good which results 
from its increase. Thtis, what was formerly a luxury becomes 
now a comfort out of habit. Hence, we can still adhere to our 
objection and say that the class of a commodity may change due 
to a change of habit but not due to the existence of wealth in 
greater or less degrees. 

Of course, when some people say that what is luxury to a 
poor is a necessity to a rich man, they mean to say that the 
primary cause of this variation is the difference in the habits or 
the constitution of the person brought about by inequality of 
wealth. , But it would be better if they state it explicitly in such 
Tfords* They would also do well to use the word comfort 
instead of necessity.” 

Here it must be noted, however, that to a rich man a commo- 
dity is often not a necessity only because his budget of consump- 
tion includes other articles which form a serviceable substitute 
to the commodity in question. This point takes \is to the second 
imjx)rtant consideration. Wheat may not be a necessity to a rick 
man only because he consumes otkey articles of foo4 besi^es^ so 
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that a decrease of wheat consumption or its absolute rejection 
would not cause a decrease in his efficiency, it might, on the other 
hand, add a certain amount to it. It is necessary, therefore, to 
consider other items in the budget of consumption before we 
decide whether a commodity belongs to one class or the other. 
For instance, a motor bicycle is a necessity to a doctor or a lawyer 
only so long as he has no motor car. When both these things 
are possessed, each becomes a comfort due to the existence of 
the other, inasmuch as either can be dispensed with without 
great inconvenience. B\it more of this hereafter. 

Hence let us lay down the following points which may be 
regarded as affecting the class to which a commodity may be- 
long. With reference to a person a commodity may be said to 
belong to one class or another according to the nature of work of 
the person, all the facilities or hindrances to the free flow of the 
efficiency-power of the commodity, and the absence or presence 
of other commodities which satisfy the same or more or less 
similar wants, or, in other words, the extent to which the parti- 
cular want has already been satisfied. 

To make this point clear we may borrow a simile from phy- 
sics. We may imagine different vessels as representing different 
occupations; a pipe connecting a vessel to a reservoir of water as 
the man; dirt or other accumulations in the pipe obstructing the 
free flow of water as the presence of disturbances to the flow of 
efficiency-power from the commodity (i.e., absence of broad roads 
for a surgeon with a car) ; and the varying amounts of water in 
the vessels as the varying degrees to which the person’s want has 
been satisfied already or is being satisfied by the consumption of 
other articles. Now a vessel will receive more or less water accord- 
ing as the pipe connects it with the reservoir or not (showing the 
difference in occupation) ; according as there are obstmctions in 
the connecting pipe or not (showing differences in circumstances 
caused by place or time) , and according as the vessel is more or 
less full of water already (showing how far there is a provision for 
thv> satisfaction of the particular want by means of other articlee )> 
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A vessel that is half full already can anly obtain an addition of 
half the vessel of water, the rest of the supply flowing over the 
brim. 

Having thus seen how a commodity becomes a necessary, a 
comfort or a luxury to a person at a particular time and place, 
let us bear in mind that to the sanfe 2 >ersQn a commodity can be, 
both, a necessary and a luxury at the same time and place. For 
example, to a lawyer, whose hobby is painting, a car may be re- 
garded as a “ necessary with regard to his work as a lawyer, 
while it may be regarded as a “ comfort with regard to his 
activities as a painter. Yet, on the whole, the car to him may be 
called a necessary ” because he is a lawyer, no matter whether 
he is something else besides or not. Bnt does it follow therefore, 
that to a surgeon of wide practice, who also plays the gardener, 
in his spare time, at his own place, a watering vessel is a neces- 
sity? From one point of view it can be regarded as a necessity 
without involving any sacrifice of scientific accuracy; bul common 
usage of the term, even in economics, suggests that in consider- 
ing such a question we should concentrate our attention on that 
calling or occupation of the j)erson on which he or she chiefly 
depends for a livelihood. 

Next we may consider the question whether in the consump- 
tion of a commodity a part of it can be called necessary and a 
part comfort or luxury. For instance, if wheat is a necessity to 
a man does it follow that the whole amount which he consumes 
would be a necessity? It seems it may not necessarily be so; for 
when we think of a commodity we generally think of it in terras 
of quantity. A certain quantity may be called a necessity to a 
particular man but a greater quantity may not be so. A man, for 
instance, who is eating five cakes every morning, may be overeat- 
ing, so that we can regard the first three cakes, say, as quite 
necessary, while the next may be regarded as comfort or 

luxury. 

We shall now pass on to the most important point ; we shall 
attempt to frame, as nearly as possible, a scientific definition df 
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each of the three classes, necessaries, comforts, and luxuries. 
Hitherto we have assumed that the meanings assigned to these 
classes by common usage are, from our standpoint, quite service- 
able. In most of the books on economics no clear or scientific 
definitions of these terms are given. It is doubtful if any book 
gives the definitions of these terms at all. Marshall, somewhere 
in his workings, explains the term necessaries quite correctly and 
gives a clear definition of it; but, I believe, he does not anywhere 
attempt such a definition of the other two terms. In the absence 
of such definitions how shall we judge the validity and correct- 
ness of our definitions? The only way, and perhaps a very good one, 
is to test them in the light of common experience .and observations. 

Considering continuous consumption of a commodity we know 
that every unit consumed affects the efficiency of the consumer; 
some units may increase the efficiency, and some may decrease 
it. If the units are very small the changes in the efficiency caused 
by them are also small. We know, further, that the first few 
units of a commodity consumed increase the efficiency of the con- 
sumer at a progressive rate (if the consumption increases the efi&- 
cieiicy at all), while some of the units that follow increase it at 
a diminishing rate, and lastly, that if the consumption is carried 
sufficiently far the last few units actually decrease the efficiency 
of the consumer. 

Thus for example, to a particular man milk may give increas- 
ing efficiency as the amount consumed increases from, say one 
chhatak (l/16th of a seer) to one a day, but after tha.t, as con- 
sumption increases to 2 seers a day, the additions to his eflSciency 
may go on diminishing and finally, when more than 2 seers are 
consumed every day the efficiency of the man may not only cease 
to increase but may actually diminish on account of the detrimen- 
tal effects of excessive consumption of milk. 

The lines that divide the total amount of consumption into 
these three classes are thus clearly marked. But it may be re- 
membered that in actual life the determination of the exact dimen- 
sions of these classes is very difficult and that these dimensions 
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differ widely between individuals and between circiimstances. 

These three classes may now be called necessaries, comforts 
and luxuries, respectively, and may be represented diagrtoimati- 
cally in the following manner. 



liet the units of consumption be marked on OX and the units 
of elHcieiicy on OY. Since we know that no unit of consumption 
can be imagined to have absolutely no effect on the efficiency of 
the consumer, no portion of the efficiency curve will be a horizon- 
tal straight line. Again, we know that the first few units of a 
commodity give us increase of efficiency at a progressive rate 
(choosing units of suitable size in each case); the next few units 
though increasing the efficiency increase it at a regressive rate, 
while all further units would cause a reduction in the total effi- 
ciency. This gives us three distinct stages in the curve. A and 
B. are two turning points on the curve ; N and M are the corres- 
ponding points on the X-axis. Hence we may say that OM units 
are necessaries,'’ NM units are “ comforts ” and all further 
units are luxuries.” 

Now we may say that in the continuous consumption of a 
commodity all those units may be classed as necessary each of 
which by its presence causes a greater increase of efficiency than 
the one just preceding it. Similarly, we would say that all those 
units may be classed as comforts each of which by its presence 
increases the efficiency but not to the extent to which the pre- 
ceding one does. Luxtiries would be those units whose constnnp- 
fion causes a decrease of efficiency, very slight at first perimpei 
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other words, while consuming a commodity unit by unit we ea:« 
perience more than proportionate increase in efficiency up to a 
l^rthin point; all this amount would, therefore, be necessary 
amount. Then continuing the consumption we get less than pro- 
portionate increase of efficiency for some time; all these units 
should, therefore, be called comforts.*’ Still continuing the 
consumption further we experience, a negative increase of efficient 
cy^ this portion may, therefore, be callcnl ‘‘ luxuries.** 

In the diagram above, the convex j)oi’tion OA of the curve 
represents the total efficiency increasing at a more-than-propor- 
tionate rate. The concave portion AB I'epresents the total efii^- 
oiency increasing at a less-than«proportionate rate; the rest of the 
curve reptesents the decreasing total efficiency. 

If we were to draw a marginal efficiency curve corresponding 
to this curve we would get the following curve. 



These definitions can now be applied to different commodities 
instead of different units of the same commodity. 

Some readers might object to my regarding luxuries as only 
those commodities which decrease the ef&ciency of the consumer. 
They might argue that some luxuries also increase the efficiency 
of the man. But such an idea arises only out of a confusion of 
thought. In the first place, if any commodity increases the con- 
sumer’s efficiency, however slightly, it should be called a comfoxt. 
liuxuries will always diminish the efficiency though in a great many 
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ociaefil to a amaU extent only* The conluaioxi and misunderstanding 
arises out of the practice of regarding the whole amount of consump* 
tion as either a necessary, a comfort, or a luxury. An attempt to 
classify the whole amount under one head is at the . bottom of nil 
misunderstanding in regard to the nature of luxuries. For " in- 
stance, one might say that drinking does not always decrease the 
efficiency and yet it is a luxury. The answer would be, certainly 
a. moderate dose of drink may mot decrease the efficiency, it may 
increase it, but then this moderate dose is a comfort — all amounts 
above this dose being luxuries. 

Again, an objection may be raised to my definitions on the 
ground that they cannot be applied to determine whether a car is 
a necessity to a surgeon or not. My test is to decrease the amount 
by one unit and observe the decrease in efficiency, and it might 
be argued that a oar cannot be decreased or increased by a unit. 
One more car would be practically useless if not quite superflu- 
ous and one less car would wipe off ilie whole efficiency. This 
would suggest that the car is a comfort rather than a necessity 
according to my definitions. Yet I have regarded it as a necessity 
for convenience— why P A car is, virtually,; a collection of many 
units. Though we cannot break the car up into similar portions, 
still we can imagine a oar as giving so many units of service. The 
car serves some urgent needs and some less urgent ones. The 
satisfaction of the most urgent needs gives more than proportion- 
ate increase of efficiency. Hence, we should say that a oar for 
some time during each day is”" a necessity and for some time a 
comfort. It goes without saying that at times the same bar to 
the same surgeon would be a luxury, if its use decreases his effi- 
ciency. 

Thus the definitions given by me hold good even in cases 
where the particular want in question is satisfied adequately by 
the consumption of one unit of the commodity. Would it then 
be correct to call a car a necessify to a surgeon of wide practice P 
Perhaps not quite correct, but it would be best-state that while to a 
clerk, say, a car would probably never be a necessity, to a surgebn 
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or a physician it would be a necessity on many occasions, and, hence, 
that when a clerk is deprived of a car probably no necessary unit 
is taken away from his consumption, but when a T)hysician is de- 
prived of a car some necessary units are taken away from his 
consumption. 
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Central Banks : A Study of the Constitutions of Banks of Issue, with rd 

Analysis of Bepresentative Charters. By C. H. Kisch, C. B., and W. A. 

Elkin. Macmillan & Co., London. Pp. 884-fx. 

The authors of this timely and standard treatise are Miss W. A. Elkin and 
Mr. C. H. Kisch. The latter is not unknown in India, being a Financial Secre* 
tary in the India Office, and having been the Secretary of the Babington Smith 
Currency Committee of 1919. They have secured somewhat unusual honours 
at the hands of Mr. Montagu Korman, Governor of the Bank of England, who 

in the course of his Foreword has commended the book “ not only <o bankers and 

students but to all who are interested in financial reconstruction.*’ 

This tribute is fully deserved, for the treatment is both thorough and stimulat- 
ing. The present reviewer remembers how he bad to hunt up old files of the 
Federal Beserve Bulletin and similar journals for stray references to Central 
Banks for several weeks together, when he was called upon to open a debate on 
the Beserve Bank before the Bengal Economic Society, Calcutta. He should 
therefore be grateful to the authors for their exhaustive appendix (covering nearly 
two- thirds of the entire book), giving an able summary of the laws, charters, and 
statutes, relating to 28 important Banks of Issue. 

In the introductory chapter, the authors emphasise the im}x>rtance of Central 
Banks as currency authorities, which has been receiving increasing attention in 
post-war yesrs. This task will not be rendered unnecessary even if all the countries 
adopt the gold standard. The authors give their reasons in the following words : — 

The gold standard is sometimes spokRii of as automatic system. 
The phrase is in the highest degree misleading. Whether there is a gold 
standard or not, the. control of the credit and monetary system involves 
the solution of many difteuH problems of policy and detailed adminis- 
tration.'* (p. 6) 

Indian publicists who are solidly in favour of the gold standard should thmfdra 
take a more lively interest in the establishment of the Beserve Bank in order 
that the gold standard may function properly. 

This introductory chapter is fpllpu^ by six others devoted to a clear exposition 
of the different functions of a modm Central Bank. Approin^atejly enough, its 
relation with the State is given precedence over others. The authori au|ipc^ t|K| 
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Gmmm rMohition regarding inde^ndence of State control with the following argu- 

ranviv 

** .... if the control .... lies directly or indirectly with the Government, 
it becomes fatally easy for the Government to finance itself .... A 
change in the rate of discount .... which benefits some may be un- 
welcome to others But if the Government has a controlling in- 

fluence over the Bank there are obvious ways by which the more power- 
ful interests .... can try to enforce their wishes.” (p. 22) 

All this is very true. But in the opinion of Indian publicists freedom from 
Government control would in the present politico-economic condition of the country 
simply mean vesting the control of currency and credit in the hands of a small 
clique, mostly aliens and their henchmen, who will be oblivious of the true 
interests of the country. This may be right or this may be wrong. But so long 
as this view prevails, it is no use expatiating upon the evils of State intervention. 
Efforts should rather be made to remove this impression from the public mind. 

Ths next two chapters are devoted to capital, reserves, etc., and general 
administration of Central Banks. Perhaps the most interesting chapters are the 
two on the note issue and on the* place of the Central Bank in the money market. 
Speaking of England, the authors state : 

” The allegation of inelasticity in the working of the traditional British 
system has been seen to be ill-founded. A certain good will, moreover, 
attaches to that system with its established record, and this in itself 
is worth retaining . ...” (p. 90) 

This view has been accepted in the recent enactment. 

The opinion of the authors regarding the relation of the Cental Bank to com- 
mercial banks is equally interesting. It has been stated in the Legislative 
Assembly that the Reserve Bank ” will work as a mill stone round the neck of 
indigenous banks.” The authors, however, emphatically state : 

” if a Central Bank is to be in a position to control credit, it must have 
an undMkllcdfkgeable voice in decidmg the volume of credit to be available 
ftom time to time .... The very idea of a Central Bank preauppoaes 
tliat ^ comiiiieretal banks wUI deposit their cash resources, other than 
till money, with it, and that a system will be established under which 
the eammefeiai banks wiU not counter the credit policy of the Qmtral 
Bank by any action on their part.” (p. 101) 

Tke. next chap^ clearly describea the foreign exchange, loan and discount 
business of the Central Bank. The last chapter is devoted to co-operation between 
the diferent Central Banks of the world. This is not so recent as the authors 
seem to iihagpe. ^ is true that international co-operation in financial matters 
b^tyi^een Central Banks has been most fruitful and most noticeable in recent 
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ye&TB, but there was such co-operation on different occafiicmB long before the wai. 
To give only one example, at the time of the Baring crisis, the Banlc of England 
obtained £ 3,000,000 in gold as a special loan from the Bank of France and another 
^66,000,000 in gold from the State Bank of Bussia. 

Miss Elkin and Mr. Kisch have laid all serious students of finance under a 
4eep debt of gratitude by their handy volume, which will remain for a long time 
the authoritative text book on the subject. 

H. S. 


The hkturn op .Laisskz Fairr by Sir Fniest J. i\ Beun. Pp. ' M \, Price Os. 

Published by Ernest Bonn, Ijtd., Ijondoii. 

In his frank foreword to his intensely interesting hook Sir Ernest says : 

‘ There is nothing new in this book,’ and it is very true. Sir Ernest’s arguments 
have been used for ever so many decades since the idose of the IBth century and 
it is difficult to flog a dead horse to life again. But Sir Ernest is very (earnest 
about a revival. He says : ‘ The Individualist looks for wisdom to the experience 

of the past rather than to the inexperience of the future.’ The book seems to 
have been written with a purpose and that at a very psychological moment in the 
history of British Politics. With the General Election coming up in May, Sir 
Ernest’s plea for Individualism has something more than an academic interest 
for its readers. 

Sir Ernest id nothing if not strikingly dogmatic, and every chapter of his 
book — and there are 18 of them—is full of life and fight, if not always of sober 
balancing of the pros and cons of the very important problem he is out to get 
an answer for. 

In his Introduction Sir Ernest says that ‘ Individualism is a protest against 
the modem way of looking at things social and political.’ It doubts the divine 
wisdom of the mass, it questions the acceptance of the herddnstinct as a safe 
guide to political perfection. It denies the doctrine of the infallibility of the 
committee. All this the unprejudiced reader may accept without in any way 
being able to assent to the oonclusion that the individual can always be trusted 
to look after his and other people's interests. 

Sir Ernest’s obiter dictum that <^vemment is a negative force and that it 
oannot do much that is constructive has only to be mentioned to be dismissed as 
that of one who refuses to see the other side of the shield. 

' A certain amount of Socialism is good lor any nation ' says Sir Ernest, but 

how much, he is nrinMo to say. BTe adds : We have a larger proportion of 
Socialism than is good or convenient,' 1?he reader sometimed wonders whether 
Sir Ernest is anxious for Tndividnaliito or only lor a convenient dose of sooii^siii^ 
to l^ven the admittedly weak cas^ fo|r undiluted Individualism. 
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: * In chapter 4, the author describes the present age as ' the age of oommittees ' 
and has nothing but horror for all its delays and irresponsibility. He has no hope 
of meeting the cleinands for consumption so long as the community is 
addicted with collectivist restrainfa on individual liberty. He describes 
the problem of poverty as one not of money, but of things, and that if we can 
make the things the problem disappears. It would have been better had the author 
explained himself a little more in detail. But when ho goes on to write that 
Production comes before consumption and leads to it ’ he is developing what 
is only part of a truth and not the whole of the economic cycle. The author may 
ponder a little more if there are not a number of commodities in the world which 
if produced without restraint may affect adversely both producer and consumer. 

In chapter 6, the author defines what he means about Socialism and Capitalism. 
“ Capitalism,” he says, ' consists in the serving of (he desires of others.” Can- 
not Socialism also be detlned in a similar way? While he accuses the socialist 
of misrepresenting Capitalism, Sir Ernest falls into the same trap when he says 
that the main plank of the Socialist party is the transfer of riches from one 
class to another. It is just possible that this may also be a way of serving 
others. His jibes at the socialist are interesting : Says he, ' The socialist tries 
to make the best of both worlds and tries to have it both ways in the matter of 
the ethical and material. Justice is hard to find. There is very little of it m 
human affairs, but certainly no injustice was ever so complete as that which has 
associated socialism with morality and capitalism with immorality.” 

Sir Ernest is a great champion of competition. But if he would only study 
the tendencies of modern business and the possible dangers to the community 
of the combines, trusts, and cartels, it would require a very strong faith to believe 
in undiluted competition which if not restrained by authority kills competition 
itself for private ends. 

Writing about the problem of Unemployment Sir Ernest has the following 
interesting paragraph : 

‘ Unemployment, except in respect of a very small minority of unemployables 
would disappear to-morrow if we could do two things : first, dismiss the pre- 
{)ORterouB and degrading notion that the politicians can perform the impossible, 
and second, secure a general acceptance of the old truth that we live by render- 
ing service to others.’ Aery well put, but one wonders whether the author is 
at all anxious to come to grips with his j)roblem. 

In chapter 10, the author is very strong in his criticism of the bureaucracy 
and with his criticism every student of Democratic forms of government would 
agree. But is not bureaucracy inseparable from any democracy which wants to 
function on a large scale? Is not another type of bureaucracy inseparable from 
doing business on a grand scale *? Sir Ernest must know I But the remedy lies 
elsewhere. 

The author is on strong ground when in page 206 he declares : 

‘‘ Private property in present circumstances can only be justified in the public 
interest. The owners of private property must be regarded as trustees on behalf 
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of tho public. Oi^y on tbete Iudm cftn Zndmdmiiisin Ik^ to inoliO on appeal 
to thoughtful peopla.'* But the cate for Socialiem is juat ih lha fact tM the 
trustee can so rarely be trusted and that the temptations for abuse of the thrust 
am evear so many. If Sir Ernest would find us a way by which he can etieahe 
that the rich man would act always as a trustee for the poor with sufficient 
guarantees of good faith there would not be a single socialist left in the world. 
And there would be no Indiridualism either in the accepted sense of the 

The book is very well got up and is pariced at six shillings. The heuk has 
certainly not been written in a scfuntihc 4^irit and as such is hardly a booh to 
be placed in the hands of students of Unifveirsities. But as a popular presenta- 
tion of a very difficult subject, Bir Ernestos attempt is interesting indeed, though 
lie has loaded his arguments very much in lavaar of his own obsessiona. 

8. V. Ayyar. 


A Bribp Introduction to Public Finance by Kesari Bingh Pancholy, B.A., 

LL.B., M.A.S.B., F.E.S.I. “ For Young Princes ” Series, Kewa. 192.5. 

Pp. 106-hvii. 

This handy volume is based on lectures delivered to H. H. the Maharaja of 
Bewa in 1922 by the author, and is intended for young princes like him about 
to enter upon public life. Besides the introductory section, there are four others 
on public expenditure, public revenues, public debt and the budget. Major Colvin, 
Adviser to His Highness, contributes a preface, in the course of which he states 
that the book should prove valuable to students of financial administration general- 
ly. But althoifgh well -written, it is much too scrappy to be of use to any wide 
circle of readers. The price of Bs. 5 is very high for a book of this size. The 
photographic frontispiece is clearly out of place in a text book on public finance. 
Nor have the proofs been carefully read. To give only one instance, there are 
mistakes in the names both of authors and of works in the List of Books 
Consulted given at the end. In spite of these defects, the book supplies iihe 
waxit of a concisely written elementary text book on public finance suitable for 
young princes, who will have to bear a heavier and heavier burden of adminis- 
tration in years to come. 
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Early ENOLfSH Intarcoursr with BuitiiA (1567—174^ by B. 0. E. B*ll» 
I.E.8. Bangoon University Publications, No. I. Longtnaas. I2s, 64; 1^. 978. 

Prof. Hall succeeds in presenting for the first time an authcfiffitife^ 

OB the stibject of early EngUsdi interoouree with Burma prior to 1744. 
from whicdi the material has been drawn* being entiiefy new, the 
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succeeded in unearthing fresh facts in addition to those, that are usually repeated 
by Balrymple in his “ Oriental Repertory ’* or Harvey in his “ History of Burma ** 
or Cordier in his monograph entitled “ Historique Abrege des Relations de la 
Orande-Bretegne ave la Birmanie.” 

Apart from correcting entirely erroneous ideas about this subject, the most 
prominent of which is Bruce’s reference to the Company’s trading voyages to 
Pegu, he has done substantial service in giving quietus to several controversial 
details, such as the existence of factories in Burma prior to 1647 and the famous 
Negrais expedition of 1687. Labouring hard amidst the dry and disgusting official 
factory records in the India Office Archives, he has collected good material from 
the Fort Bt. George Diaries, Consultation books. Public despatches to England 
and from England, and the Madras Public Proceedings for this work. Doubtless 
his indebtedness to Sir William Foster and Prof. H. Dodwell, the assiduous com- 
piler of the Records of the Madras Government, is very great. He has not failed 
to refer to other contemporary writers of this period. 

Copious and lengthy quotations from the original records enable him to 
transport the reader from the dreamland of guesswork . to that of solid facts and 
actual conditions. 

Though British intercourse with Burma during this period 1687 — ^1744 was 
“ hesitating, fluctuating and mainly unsuccessful ” Prof. Hall has demarcated the 
field into different periods and has devoted detailed attention to each of these 
periods so that the unavoidable “ jumps ” from one period of study to another 
which are so frequent in histories are avoided. 

Prior to the founding of the Masulipatam factory the land of peacocks and 
pagodas had no special attraction for the Company’s servants. Musk, wood, and 
lac — the chief articles of trade — were too bulky to be transported economically. The 
Port\iguese were already well settled. Japan and Siam were the real objectives 
at that time. Barring private traders who blazed the trail, Burma was never 
seriously thought of and did not form a part of the commercial activities of the 
English factors. The situation becomes changed with the founding of the Masuli- 
patam Factory. But trade with Persia absorbed the little capital that it had 
and no regular intercourse nor even official trading relations could be established. 
With the failure of de Brito’s attempt tn found a Spanish -Portuguese Empire, the 
decaying of the Persian trade, and the rumours of Dutch prosperity arising out 
of Burmese trade, which whetted the appetite of the English factors, the Surat 
factory initiated the move and under the management of the new Fort St. George 
factory trade with Syriam was definitely established. But the Masulipatam factors 
continued their private trade as before. 

Coming to the history of the Syriam Factory during 1647 — 1667 and the economy 
campaign leading to its abolition more details are furnished than are at present 
known to students of this subject. The causes for the slow progress of trading 
relations are analysed. The Dutch opposition and the precarious financial status 
to which the English factories in the ‘East were reduced, are considered as the 
chief causes. 
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With the advent of Btreynaham Maater in 1680 thinufs took a different turn. 
Hearing that the Dutch had retired permanwitly from Burma he »oon inaugairated 
official intercourse with the Burmese Government and strove to reopen the Byriam 
factory. His famous Articles of Trade are quoted in extenso. Though lac and 
saltpetre were considered desirable articles of trade the Court of Directors never 
consented to reopen the factory but expressly approved the carrying on of trade 
under private traders. It was an era of indirect trade that was ushered in. By 
controlling the private traders and by judicious lowering of the tariff on precious 
stones and timber from Burma the Fort 8t. George factory began to easily attr^t 
the whole of the Burmese trade so that by 1700 it became the chief port on the 
East coast for trade with Burma. Forced to intercede on behalf of Bartholomew 
Rodrigues it also strove to secure official concessions for shipbuilding at Syriani. 
Cornpelied to open the factory at the request of the Burmese Government, Thomas 
Bowyear was sent as the factor whose main duty was really to control the private 
traders. This half-hearted arrangement lasted till 1724. In that year the unpaid 
“ Chief of the Affairs ” was superseded by the “ Resident ” w^hose main duty was 
to supervise the shipbuilding trade on behalf of the Company. 

The expensive nature of the shipbuilding operations, the hostility of the 
Tailings, and the shifting policy of the Burmese Government forced the Fort St. 
George factory to give up shipbuilding at Syriam and count on the Parsi Yards at 
Bombay to satisfy its requirements. The destruction of the Syriam factory by 
the Tailings in 1743 was soon followed by the official withdrawal of the Resident 
in 1744. 

Throughout this period of the study we find the Burmese Government paying 

insufficient attention to trade, industry and foreign intercourse, and the general 

Governmental policy w^as so intransigent that its resources were not fully develop- 
ed on any important scale by any of the foreign traders. This stands quite in 
marked contrast to the enlightened jKilicy followed by the neighbouring state of 
Siam. Burma’s backwardness in these matters was chiefly responsible for her 
downfall before the Economic Imperialism of Europe in the nineteenth century. 

This dull narrative would have been altogether boring to the reader but for 

the humorous references to certain Burmese customs and manners, the priesthood, 

the lives of the English factors with their temporary wives ” in Burma, quoted 
mostly fronj Hamilton’s account, and the habit of giving costly presentR. These 
descriptions lend an air of romance to the narrative and make it an interesting 
reading altogether. The state of empirical navigation of those times, the se<tur- 
ing of finances from the Surat Bankers in 1646, the conditions of trade, the 
mechanism of payment, the means of payment, the commisBions paid to the 
assayers of bullion, and the brokers called “ teregas ” are faithfully recorded in 
Ch. V. State Affairs, commercial matters, social customs and the vacillating manner 
of the Burmese administrative machine receive due attention and thus make the 
history graphic and realistic to a great extent. About eight appendices are 
tacked on throwing further light on the commentary of the text. The printing 
and get up is eminently satisfactory. We feel disposed to congratulate the Univer- 
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sity of Bftngoon for publishing this valuable work as its first bulletin and hope 
that similar valuable monographs would be published indicating the real research 
work done by its scholars. 


B. Kamachandka Kau. 


The Co-operative OK(4AJSiizATi()N in British India by B. (J. Bhatnagar, M.A., 

Lecturer in Indian EconornicB, University of Allahabad. 1927. Pp. 321. 

In this htxjk (he author reviews the Indian Co-operative Movement from its 
inception to the present day, apparently with esi)ecial stress upon the constitution 
and niodu6‘ operandi of various types of society, union, and other central institu- 
tion. 

Art was the case in .lapan, the Co-operative system was imported from the 
West and was fostered by a paternal Government in every possible way. In the 
last thirty years, as the result -of a vigorous campaign of propaganda launched by 
the Government, various kinds of societies have sprung up in every part of the 
vast empire, especially in the Punjab and Bombay. 

Of 51,247 societies existing in 3923-4, credit societies (51,075), modelled 
both on Baifieisen and Schulze-Delitzsch systems, by far outnumber other types 
of society. What particularly strikes us as regards the organization of Indian 
Credit societies is their strict adherence to the principles of their originators, 
manifested in the prevalence of unlimited liability and indivisible reserve fund. 
In Japan societies of limited liability are on the increase even in rural districts 
and a member always has a claim on the reserve fund in proportion to the amount 
of his paid-up shares. 

Much smaller in number but next in importance to credit societies are market- 
ing and purchasing societies. As is the practice in Japan, these are carried on in 
connection with credit business. 

There are a fairly good number of workers' productive societies, which, though 
having constantly to fight against the difdculties inherent in the system, are yet 
holding their own. In Japan for the reasons I pointed out in my book, “ The 
Co-operative Movement in Japan,” this type of society is still unrecognized by 
law and the very few societies that do exist show .only a poor result. It is also 
interesting to note that there exist in India many labour societies, similar to Italian 
braccianti, a form of co-operation entirely non-existent in Japan. 

In the field of the Consumers’ Co-operative Societies, building societies arc 
making fairly good progress, but the Co-operative store movement still hangs fire 
in India, whereas in Japan, in addition to some eighty stores open to all, since 
tlie end of the Great War, a very active movement has sprung up among the factory 
w<jrkers, though Ktill confined to Tokyo, the birthplace of consumers’ co-operation 
in our country* ’ 
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Besidea these familiar types of society, the co-operative principle is being 
applied in India to various iields, such as cattle breeding, live-stock insuramse, 
agricultural improvement, the fight against malaria, education, etc., with varying 
degrees of success. 

As to the higher co-operative organisations, there are Banking, Guaranteeing, 
and Supervising Unions, which are more or less carried on on an un-ofiicial and 
self-help basis. Over them etand the Central Banks (1889 in number), which are, 
according to the author, the backbone of the Co-operative Movement in India. 
Their functions include among others supplying funds, balancing of funds, super- 
vising and auditing accounts, marketing and purchasing in common, in the 
interest of their constituent societies, and above all, acting as the Co-operative 
Union in the English sense of the term. Above these are seven Provindal Banks 
functioning as the balancing centres of surplus funds in each province* 

As to the proposal of establishing an AlMndia Co-operative Bank, the author 
decides that it would be inadvisable on the ground that such a scheme, apart from 
causing unnecessary expenses to the movement, involves the danger of co-operative 
money remaining aloof from the general money market, and he urges instead a 
more harmonious co-ordination among provincial banks, and invites positive assist- 
ance to the movement on the part of the Imperial Bank of India. Judging from 
the experience in Japan of such a central bank, the author’s opinion seems to be 
very sound and practical, but looked at from a strictly co-operative point of view^ 
there is still room for discussion on this point. 

It is satisfactory to note that according to the author, a movement is on foot 
to de-officiate the control of Co-operation by the Kegistrar, who at present exercises 
a wide power of supervision over the whole of the co-operative activities. But, 
taking all in all tlf^re is no use denying the fact that in common to all the movements 
inspired from above and not from below, the Indian co-operative movement 
lacks the vital spark, i.e., the genuine co-operative spirit, which must be the 
driving force of the whole movement. The author is keenly alive to various 
defects and shortcomings of the Indian movement, which he points out in his 
conclusion, and proposes some remedies to give more life to the movement. In 
the author’s opinion, the real cause of failure in India, especially in the Central 
and United Provinces, lies in the absence of civic conscience in the educated 
middle class. What are badly needed in India are unselfish ofticialB, “ Who live 
for the people, who think for the people and who work for the people ” and yet 
** can face the sober facts and .figures about the working of Co-operation and the 
peculiar needs of the people they want to help.” 

There are many more valuable suggestions to Indian co-operatoars in his 
” After Thought,” which might well be taken in tofo as a warning and advice to 
the Japanese Co-operators who are face to face with the same difi&culties. 

With patriotic xeal and religious fervour the author endeavours throughout his 
book to impress upon the uninitiated that through Go-operation and Oo-operation 
alone thousands of the submerged classes in his country can be saved from wide- 
spread poverty and emancipated from the clutches of the unserupulous sowoar* 
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He has done his work well and no doubt this hook will greatly contribute towards 
enlightening the layman on the principles and boon of Co-operation. T feel, how- 
ever, that he could have attained his end equally well, if he had spared the reader 
the somewhat too frequent and lengthy description of modufi operdyuli of various 
societies. I must also confess astonishment at his utter disregard of similar move- 
ments elsewhere, especially that of Japan, which was born under identical circum- 
stances to those of India and is facing essentially the same problems. Surely, 
even if the Japanese movement could not furnish him with profitable examples, at 
least it is productive of some parallels interesting from a purely objective point of 
view. 


J>B. Kiyoshi Doata. 


CiTRHKNov AM) Piucks IN India l)y C. N. Vakil, M.A., M.Sc. (Kcon.), F.8.S. 

and S. K. Muranjan, M.A. D. B. Taraporevala Sons k (’o. 1927. 

Pp. fi.^O-fxvi. 

Prof, Vakil has already established his reputation as a writer on Indian 
Economics by his “ Financial Developtnents in Modern India.” He has now 
given us a volume full of useful information in collaboration with one of his re- 
search students. 

In the first part of the book there is a hisiory of Indian currency from IROfi 
to 1920, a period covered more or leas completely by other writers. Even as a 
compilation, it suffers from the defect of ignoring the latest researches on the 
subject. To give only one example, the Mansfield Comiriiasion is referred to as 
the first currency inquiry in spite of the recent researches of Prof. J. C. Rinha 
(see his Economic Annals of Bengal, pp. 206-207, where the first currency com- 
mittee set up by Cornwallis has been briefly described). 

Part IT is contributed mainly by Mr. Muranjan and covers new ground. 
This section opens with a description of the index number of Indian prices. The 
historical account is quite full, having been traced from the India Office ruflanoran- 
duin submitted to the Royal Commission on Depression on Trade and Industry 
(1886-86). Recent index numbers published in the Labour Gazette, Bombay and 
in the Indian Trade Journal, Calcutta, have however not been mentioned, although 
the latter is regularly quoted in the Monthly Bulletins of the League of Nations 
and some annual publications of the Government of India. 

This account of index numbers is followed by a critical examination of prices 
for a long series of years (from 1860 to 1920) of some important <joinmoditiea 
classified under three heads : — (a) fcKidstuffs, fb) raw materials and (c) manufac- 
tures and imports. Unfortunately, the authors often arrive at conclusions not 
warranted by the facts collected by them with so much labour. There is noticed 
throughout a bias in favour of protection, which has been advocated with the 
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help of quite curious arguments in a few cases. About protection to coal, Uie 
authors state ; 

' It deserves to be strengthened a good deal more if it is to beeome an 
active force in stimulating our other industries. When it is remember- 
ed that our coal production exceeds our consumption, the case for a 
prohibitive duty becomes stronger still.” (pp. 

The truth lies exactly the other way. If the cost of fuel is increased, all 
industries dependent on this form of power must be prejudicially affected. If the 

production exceeds consumption, reservation of the home market cannot be an 

adequate solution, outside markets must be found. Protection has l>een recoininend- 
ed in the case of other industries as well for insufficient reasons, e.g. for Hiigar 
on the ground that “ the higher cost of production is mainly t(» be attributed to 
the infancy of the industry;’’ (Italics mine.) One must take one’s hat off to 

this venerable infant and to its enthusiastic guardians. 

The second part is concluded with a discussion about the practical problem of 
determining a representative price index for India, and the theoretical relation be- 
tw^een currency and prices. The difficulties have been soniewhat exaggerated. The 
world to-day is a much smaller world than in the days of our forefathers when 
modern transport facilities were unknown, — almost unknowable. Many com- 
modities have now an international niarket. The price level in India cannot there- 
fore be altogether a thing apart, as the authors seem to imagine. The same 
disparity between the prices of sheltered and unsheltered commodities is to be 

found in England as well, as pointed out by Keynes and other writers. But one 
must agree with the author's main conclusion that in the pre-war system there 
was relative redundancy of currency for short periods and consequent inflation of 
prices, — a fact eflstablished by Gokhale and other Indian Economists and admitted 
in the Hilton Young Commission Report (para 16). 

The third and the last section of the book is devoted to a criticism of the 
three main issues raised by the Hilton Young Commission, viz., (a) the standard 
(b) the ratio, and (c) the Reserve Bank. The authors approve of the gold bullion 
standard with two important reservations. One is that the gold reserve should be 
held in India, and secondly the purchase and sale should be confined to India — 
opinions which will command the assent of all Indian publicists. 

The chapter on the ratio is headed ’* The Standard Unit of Value.” But can 
there be a unit which is not a standard at the same time? The authors have also 
confused the issue by bringing in extranieous matters about the “sacredness” of 
the ratio. For the point is clearly this : — ^Whether there had been economic adjust'' 
ment at the eighteen pence level at the time of its establishment, no matter how 
the adjustment might have been effected. The authors state : 

The fact that these steps [for the deflation of currency } have bwn taken 
for a fairly long jieriod, for more than two years, must result in the 
adjustment of the internal price level with the world price level ” 
(p. 589). 
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They thus give away their whole case in favour of the sixteen pence ratio. 
[Not unlesH wages arul interest had also l>een adjusted. Ed. 1 

The concluding chapter is a plea Tor the establishment of a central bank, 
generally on the lines rcconi mended by the Hilton Young Commission, but wdth 
no preference either to’ the Imperial Bank or to its shareholders, as recommended 
by the Commission. While the need for the Reserve Bank is agreed to on all 
hands, it is difficult to agree on a constitution in the present folitical temper of 
the country. One can only hope that the new Finance Member will explore 
the field afresh and |>o1iticians will not lightly reject the proposals for a lasting 
rihnncial reform. 

To con<*lnde, the authors have ccdlec.ted a mass of information on currency 
and ]‘ric*es in India at considerable labour, which will prove of value to all 
serious students of Indian Economics, — even those who may not agree with the 
authors in some of their conclusions, or those who may find the facts in some 
portions of the book already known to them. 

H. S. 


Thr Broinnings of Local Taxation in thb Madras Presidency by Venkataran- 
gaiya (Andhra University Reries No. 1). Longmans Green and (’o. Pp. 107. 

This small book of 107 pages is a study in Indian Financial Policy from 1863 
onwards with special reference to the Madras Presidency. As mentioned in the 
prefac'e, an attempt has been made to explore the field of local Government. In 
the evolution of the future policy of India, local institutions are Ixmnd to play 
a prominent part and therefore the book may be deemed to be a contribution of 
interest. 

The author begins w'ith an investigation into the Finances of local boards 
and munkupalities in the Madras Presidency and goes into details on the begin- 
nings of local finance. The year 1863 is taken as the dividing line between the 
old order and the new. Prior to that date hx*al taxation was irregular and 
haphazard. In the decade following the Mutiny the Imperial Finances w'ore put 
to a severe strain. The situation was further complicated by the over-central istxl 
system of finance which prevailed in the country in those days. The Provincial 
Governments sent up budgets to the Central Government containing 
items of growing expenditure which tliey were under no inclination 
to reduce as they were not in any way responsible for raising the 
funds required. Government had therefore to look for relief and imposition on 
additional linee was decided upon. ‘ Local Taxation ’ was therefore distinguished 
from * Imperial Taxation,’ and was devised as an instruraent of relief to the 
Imperial Finances. 

Not only that, local taxation came to be regarded as a remedy for the defects 
of imperial taxation, It was believed that the distribution of the burden of Imperial 



740 


REVIEWS OF BOOKS 


taxes was not equitable, that certain classes of people contributed very little to 
the public revenues, w^hile certain others were undnly burdened. liocal taxation 
was therefore thought of as a means for* bringing about the desired equity. 

Further, it ap])eared that certain taxes could be assessed, collected and ad- 
ministered more economically and successfully as local taxes than as Imperial 
taxes. 

Moreover, local taxation became a positive instrument for effecting local 
improvements and for training people for self-government. 

The principles w^ere sound enough but there was some confusion in their 
application and the author has in the latter part of the book ably dealt with illus- 
trations to indicate how the primary objects of local taxation have been many a 
time lost sight of. 

As is mentioned in the Introduction by C. R. Reddy, Esq., the book ‘ may 
not embody the last w'ord and final wisdom on the subject,’ hut all the same 
the attempt of the author is interesting and useful. 


Kbsart Stngh. 


Indian Economics V>y Profs. G. B. Jathar and S. O. Beri. T>. B. Taraporevala, 

Sons A Co. Vol. T. Pp. 497. 

Considering the vastness and complexity of the economic problems which face 
a student of Economjes in this country the volume of literature dealing with the 
same must be pronounced as scanty. Every addition to this meagre stock of 
economic literature is welcome provided it is based on a new approach to the 
subject. The particular books purporting to deal with the economic problems 
of India from a comprehensive and national standpoint have a special claim upon 
our attention, as it is in these that a proper understanding and a correct solution 
of Indian, problems may be hopefully traced. In is for this reason that the book 
under revie^v, though primarily intended for the Honours students reading for the 
M.A, and B.A. degrees in Ecxmornics, is calculated to make a strong appeal to 
general students of EcDnomios as well. The present book, certain of receiving 
close attention on account of the relative paucity of such literature, further drags 
the attention of the reader to itself by the remarkably bold criticism of the 
existing books on Indian Economics that the authors offer in the course of their 
preface. The following is a list of the various defects, positive and negative, 
which, according to them, diaracterise the existing publications on the subject 
(1) Poor (quality of critical matter; (3) Inability to analyse a process of thought; 
(B) Absence of proper correlation of the subject with economic theory ; (i) Lack 
of consistency of standpoint; (5) Tendency to shift the discussion from the 
economic to the political, moral or spiritual plane; (6) Too frequent use of 
catchwords; (7) Presence of padding oomjilements. By an obyioue implication 
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tbe authors claim to have avoided all these defects in their book and claim further 
with enviable self-confidence that they have been inspired by a somewhat higher 
ambition, that they have approached controversial questions with absolute im- 
partiality and moderation, and that they have tried to remember that there is no 
higher duty than truth. If then after reading the preface, one felt that the 
ideal book on the subject of Indian Economics had at last been found, his mental 
relief cannot be blamed as a too easy optimism. 

A perusal of the book, however, brings disillusionment in its train, as in spite 
of the best efforts of the authors their book is, after all, full of the various defects 
noted by them in the existing publications. The treatment in the book of such 
important subjects as the scope of Indian Economics, Hanade^s contribution to 
Indian Political Economy, the production and export of foodstuffs, the origin, develop- 
ment and influence of the caste system, the ancient village organization, economic 
holdings, the effects of the co-operative movement, the alleged relation between 
the Indian climate and the relative inefficiency of labour, the economics of 
Khaddar, the nature of land revenue, and external capital, to mention only a 
few of the subjects that have been dealt with in the present volume, is far from 
satisfactory. An obvious feature of the discussion of these subjects is a lack 
of critical and decisive faculty. Even that moderation and * impartiality,’ which is 
so obvious in the authors’ remarks regarding tbe responsibility of government in 
a number of cases, is conspicuous by its absence when indigenous institutions like 
the paste system and the village organisation are on the anvil. There are 
several instances in the book of absence of proper correlation of the subject with 
economic theory and practically the whole of the last chapter dealing with Industries 
might be pointed out as a prominent case of this kind. The same chapter also 
will bear out the truthfulness of the criticism that the very commendable copious- 
ness with which problems of agriculture and population have been treated has been 
achieved at the expense of other suVjjects equally important. The condemnation 
of the caste system on political grounds does come as a surprise from the pen 
of writers who set out to avoid the tendency to shift the discussion from the 
economic to the political, moral, or spiritual plane. Much of the stuff dealing 
with the l)iological aspect of the problem df population, many sections from among 
the six chapters purporting to deal with agriculture, e.g., a survey of the principal 
crops of India, a number of statistic-al fables, and practically the entire chapter 
on the state in relation to agriculture must hear the authors’ own title padding 
complements. Consistency of standpoint is also sacrificed in a number of places 
to the exigencies of immediate argument. The authors’ judgment regarding the 
moral benefits of cooperation and the influence of climate on efficiency are 
instances in point. In addition to these defects of the subject matter, there are 
various other defects connected with the manner of presentation. The style is 
extraordinarily clumsy in a number of places. A number of phrases and con- 
structions used throughout the book are of doubtful correctness. The following are 
a few instances: — Page 13, lines 10 — ^14; p. 20, 11. 31 — 34; p. 02, II. 13 — 17; 
p. 143, last line; p. 283, II, 18 — 23; p. 308, last sedlence in section 1. That therq 
t - p.«« 
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are a very large number of mieprinta in tbe book is certainly no fault of the 
authors, but in a number of places these affect the continuity and even the meaning 
of the argument. These defects are noticdl here with no desire to indulge in fault- 
finding, nor is it expected that anybody who goes through tbe present review 
will be stirred to take up the challenge that the authors have so sportingly thrown 
out at the end of their preface. It is intended only to demonstrate how very 
difi&cult it is to avoid faults against which we have warned ourselves and how 
very real are the limitations personal and objective under which all authors in the 
field of Indian Economics have to work. 

Considerations of space prevent any exhaustive treatment even of all the more 
important subjects dealt with in the present volume. The arrangement of the 
subject matter in the book is rather unusual. The volume under review contains 
13 chapters in all, dealing with the scope and definition of Indian Economics, 
physical and natural resources, population, social and religious institutions, the 
economic transition, agriculture — including irrigation, rural indebtedness, co-opera- 
tion, land tenures and land revenue, and industries. The logical and utilitarian 
justification of such an arrangement which necessitates the discussion of a number 
of problems of distribution, public finance, and the standard of life before adequate 
reference to the connected with the production and exchange of commo- 

dities has been made may be doubted. There are, however, certain features of 
the discussion in the present volume which require a more than passing notice. 
To start with, it must be observed that the authors have no clear or real perception 
of the nature and justification of a special study of Indian Economics. As a 
matter of fact tbe foot-note page 4 creates a very strong impression that had 
it not been for tbe nomenclature and specific mention adopted by University 
curricula tbe authors wwild not have cared either to adopt or to expound the title 
‘ Indian Economics.' Whether Indian Economics is merely an essay in descriptive 
and objective study of economic problems, or whether a peculiarly Indian and an 
intensely national standpoint is the distinguishing mark of the studies designated 
by that title, is a question which the authors do not seem to have decided for 
themselves and are not naturally in a position to answer. They observe, no doubt, 
on page 2 that ‘ Indian Economics is a study of the present economic position of 
India from the Indian national point of view.* They seem, however almost to 
apologise for the use of the term (foot-note, p. 2) and certainly make no mention 
of the national standpoint in the following, the very first, sentence in the book,— 

* Indian Economics, as generally understood, may briefly, simply and sufficiently 
he descTibed as a study of the principal economic jjrohlems in India with an analysis 
of their probable causes and of any measures that have been or might be taken 
to deal with them. ' As a matter of fact a careful perusal of the sections dealing 
with the part that Banade played in founding a separate body of thought known 
as Indian Economics, will reveal ths fact that the authors have not ccwi^ctly 
appreciated the contrihutidn of the fathtf of Indian Economics. Saving mis- 
understood the nature and scone of the subject with which they deal, their pro- 
duction is reduced to a mass of loose an^ unconnected economic data, Thcil^ 
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attempt to father the respouBibiUty for their confusion on iianade himself by 
accusing him of an oversia tern eat, aud of setting a wrong fashion is too trans- 
parent an ‘ error * to serve as cover. Anybody who reads the famous essay on 
Indian l^olitical Economy should have no misgivings regarding the views of 
iianade on this subject, llanade's speech constitutes a well reasoned attack on 
the economic policy of the Government of India which was notoriously tickle aud 
perverse, taking resort alternately behind laiasez faire and relativity as suited 
their immediate political and economic convenience. Against writers like Adam 
Smith himself, or Mill, Cairnes, Hagehot, Sidgwick, aud Leslie, Banade had com- 
paratively little to say, for these writers accepted in the main the historicity and 
relativity of economic doctrines and stressed with varying degrees of emphasis the 
necessity of objective observation before practical policies regarding economic subjects 
could be framed. To this readiness expressed by leading British economists to 
accept necessary moditications in respect of individual liberty and state action, 
Banade added the peculiar teaching of the historical school which consisted in 
viewing the social life of a people at any given time as a stage in its historical 
evolution and in looking upon communal well-being rather than individual im- 
provement as the centre of economic policy. Begarding the hypothetical correct- 
ness of Bicardian economics Banade had no doubts. He only objected to its 
being used as an infallible guide for practical policy. When the land of Bicardo 
himself and the whole of the civilised world has discarded his lead and when active 
state interference, curtailment of individual liberty in the interest of social welfare, 
and insistence on improving the productivity of the nation — the cardinal points in 
Banade s presentment of the case for Indian Economics — are being preached and 
followed in every independent and progressive country, for our authors to blame 
Banade for an error and an overstatement and to aver, ‘ We believe that the 
time has arrived when more is to be gained by stressing the points of similarity 
between Indian and European economic evolution than by harping ceaselessly and 
unproiitably on the points of difference ' is rather touching. If to-day there appears 
to be less dissimilarity between the practical policies followed in Western countries 
and those desirable here, the reason is to be sought not in any error on Banade's 
part but in the changed and changing conditions in the W'est. It is the essence 
of Indian Economic creed that those who follow it do not tie themselves to the 
apronstriugs of one or the other school of economists. Their aim is to promote the 
proportionate and intensive social and economic progress of India by all means 
that may lie in the power of the state and the indiridual citizen. All theories of 
economics and all social policies whether in the East or in the West will be studied 
by them and the Indian economic situation will be examined in their light with 
a view to appraise economic policies as suitable or otherwise to promote the aim 
of national economic progress. So long as the nation continues to be the unit 
and centre of economic progress and the need for constructive and discriminating 
state action dxies not vanish Banade's clarion call will continue 'to guide and. inspire 
Indian economists in . their ^wholehearted efforts to serve their country by serving 
their scienoev .. 
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The proper limite of e review require us to confine ourselves only to the most 
glaring features of the book. The treatm^t of the problems of population, 
caste system, export of foodstuffs, co-operative movement, and land revenue is 
very disappointing. We may notice in passing as a sample the author's discussion 
of the question of state versus private ownership of land in India and its fiscal 
counterpart the controversy regarding the nature of land revenue. In this con- 
nection, the authors find it convenient to conclude straightaway that both these 
controversies are futile and practically unimportant. Of coarse, ordinary writers 
on the subject will say that the constitutional position regarding the legislative 
control of revenue settlements and the fiscal question regarding the pitch of 
assessment and its proportion to the income of the cultivator are largely connected 
with the issue of both the controversies. Kot so our authors. Their view in the 
matter is to be found in the following quotations : ‘ The state cannot afford to 
stand merely on legal rights; it must be prepared to be judged by moral standards, 
and in fairness to Government in this country it must be admitted that it has 
rarely sought to dispose of complaints about excessive assessment merely by 

taking shelter behind the theory of State Liandlordism. It has generally tried 

to argue, whether successfully or not, that the land revenue is not really as 
burdensome as alleged by its critics. Even supposing that the state is the land- 
lord, we must expect it to behave at least like an enlightened landlord, and if it 

does this, it would in its own ultimate interest, to regulate the land revenue in 
such a manner as not to trench upon the legitimate x>i^ofits of the cultivator and 
reduce his incentive to work or lower his efficiency . . . The policy of a moderate 
levy receives further support from the consideration that the State has no interests 
separate from those of the people. The state serves itself best by serving the 
people because the state is the people.* 

Comment is needless. There are various other passages in the book which are 
of a piece with the one just quoted. We have no desire to pronounce an opinion 
on the book as a college or university text as we have tried to examine the book 
as a contribution to Indian economic thought. We may congratulate the authors 
on the apQOunt of industry that they have obviously thrown in to the production of 
the book. Particularly the relatively copious attention devoted to the problems of 
agriculture constitutes a step in the right direction. But when we come amss a 
writer on Indian Economics who asks us to give up the fashion set by Banade 
and who tries to make light of a matter like the land revenue controversy by 
assuring us that the state has no interests separate from those of the people and 
that the state is the people ... Well, we can understand what he says; but 
that is not Indian Economics. 

D. G. Kabvb. 

[There had been much ** Bimilaacity between Indian and European economic 
evolution *' long before Banade wrote. There will jurohably be more in future. 
Both need stressing as well as the differences. VLodm idiates Mbo cpndte 4hfim- 
selves competent to take or leave any pibporiion of the surplus pieduoe ol liuad 
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they may decide to be best, quite apart from the legal and hietorical question as 
to its theoretical ownership, Ed.J 


Bepobt of the Contbolleb of the Cubbbncy fob the Veab 11)27-28. Government of 
India Central I'ublication Branch. 11)28. I'p. GO + ii + iv. 

This annual volume is as welcome as its predecessors, mainj:aining as it does 
the high tradition set up in the 1920-21 report. The appendix giving details about 
the financing of staple crops is a new feature subsequently introduced. 

So much controversy was raised round the question whether there had been 
economic adjustment at the eighteen pence level of the rupee, that the first year 
after placing this exchange ratio on the statute book was naturally of great signi- 
ficance. The abandonment of the Xieserve Bank Bill was another notable financial 
event. The result was that the author of the lieport had himself to control 
currency and credit operations as in iireivous years. The weakness of the exchange 
rate was sought to be arrested by contraction to such an extent that the cash 
balance with the Imperial Bank was much lower than in previous years. The 
rupee loan also proved a failui;e. The ways and means position was thus rendered 
doubly difficult. It must how'ever be said that Mr. Denning, and in his absence, 
Mr. Taylor, managed an admittedly difficult situation with ability; and the money 
rates did not show extreme contortions. 

The year was marked with the following features : — 

(1) inauguration of the purchase of sterling by open tender. Sir Basil Blac- 
kett had replaced the sale of Council Bills in London by sterling purchases in 
India, but there was considerable criticism of the method of purchase, especially 
as different rates were accepted at different centres. 

(2) introduction of measures penalising the cutting of currency notes. Since 
July 1, 1^)27, no claims for half or mismatched notes of the denominations of Rs. 6 
and Bb. 10 have been admftted. For notes of higher denomination, only half the 
value has been paid, the payment of the balance having been postponed for five 
years. But it is too early to say whether this has achieved its object of restricting 
the remittance business to banks. 

(3) re-introduction of treasury bills. This is a sore point with commercial 
banks, whose deposits are affected by this Government intervention in the market. 
But unless banks co-operate in keeping the ways and means position of Government 
easy and free from anxiety, treasury bills will have to be issued. 

The Report is an able record of important achievements in a trying period, 

H. S. 


Bihab and Obissa in 1925-26 by B. Ahdy Collins, C.I.E., I.C.S. Government 
Printing Press, Patna. Prioe Be, 1. 

This report though a bit old is yet interesting. Generally the progress of any 
provinoe affords a useful perusi^ to both the inhabitants of the province as well 
ae ositaidera* The former are uaturally iaterested in the details of domestic affairs 



inyiEW^ of BOdi^ 


?46 

and the latter in the broad policies and new experiineutB, and hnd food for thought 
in comparisouB and oontrasta. 

The year under review in Bihar and OrisBa was marked by freaks of weather 
of opposite kinds-^shortage of ram at one time in one part of the country and 
hoods at another time and in the other part. The shortage has naturally affected 
crops. The hoods on the other hand were no less prejudicial to the economic con- 
dition of the people in the locality where they occurred. Actually the question of 
hoods is a serious one in Orissa on account of silt deposits and the narrowing of 
the mouths of the rivers. 

All the same the iinances of the I'rovincc were in a flourishing condition. The 
actual opening balance of the year proved higher than the estimate and so was 
the closing balance is estimated to be above the budget figure. The excise depart- 
ment succeeded in increasing the revenue along with a continuous decrease in 
consumption and actually the provincial balances felt swollen with continued sur- 
pluses of the excise department, but this condition of affairs cannot enntinue m- 
dehnitely and caution in sanctioning new recmTing expenditure has been rightly 
exercised. The Famine Insurance Fund is prosperous and the province may justly 
be called ' solvent.* 

One result of sound finances has been that money has been found for develop- 
ment schemes in greater amounts. Education is now the chief spending depart- 
ment and the medical and public health departments have received good increases. 
Agriculture and industries are in no way neglected. An expansion of the ct>- 
operative department has taken place. Irrigation and forests had their due share. 
The complaint that the nation-building departments are being starved for the 
maintenance of the essential services is not tenable, at least, as far as the province 
of Bihar and Orissa^ is concerned. 

It will not be out of place to mention that an interesting experiment has been 
made by establishing in the Gaya central jail a class for the compulsory education 
of all Hindi-speaking prisoners of 25 years and under, serving sentences of over 
2 years. The prisoners are taught tailoring, weaving, and other practical subjects, 
besides reading, writing, and arithmeiic. 

The report is illustrated with graphs and the one opposite page 35 is very inter- 
esting. It shows how within 5 years expenditure on transferred subjects has 
increased in a greater proportion than that on reserved subjects. There are some 
photographs in the body of the report which lend an increased interest. 

Kbsabx 8ikob. 


The CoHMissioM and After by a Hibi^l. Published by D. B. Taraporevala 
Sons & Co. 1928. Price Bs. 3. 

The writer has very carefully examined the case for a purely Parliamentary 
and an exclusively British Commisstem as put forward by Bjritish apokeem^. He 
has similarly -analysed the case for the boycott of tihq iSimon (^mmfssioti. as stated 
. the leaders of . political opinion m Indian , jtbia hinie it is not 'Ueeassaiy' to 
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^ve reasons for and against the Boycott : It is enough to say that they have 
been very well stated and recorded, for later-day reference, in the book under 
review. Indeed the analytical and descriptive portion of the hook — it is really a 
pamphlet — is excellent; it is Ihe constructive part that is not very helpful. The 
writer makes the suggeBtion of creating a parallel Indian Parliamentary Commission 
of seven members of the Central Ijegislatnre by Royal warrant. Buch a sugges- 
tion was made by The Pioneer at the time but was found unacceptable even by 
Liberal politicians in India. As a matter of fact such a parallel Commission would 
have differed very little from the Central Committee except in name and the 
warrant. It could not have satisfied Indian public opinion any more than the 
constitution of the Centrnl Committee has done. The only way of undoing the 
blunder committed bv the British Cabinet was to recast the whole constitution 
of the Commission and to include an equal number of representative Indians in 
it. But such a course a Government which has made a fetish of Preftfiqe could 
never take. The only useful rurpose that a narallel Commisaion could have 
served — that of t reducing a constitution, ** with which America and other 
(u'vilized parts rf the world could be faced ** to use the words of the Chairman 
of the Indian Central Committee — ^has already been accomplished by the Nehm 
Committee, a Committee which is admittedly much more representative of India 
than the present Central Committee is or any parallel Commission appointed by 
the crown could be f 

The Tvriter is enable to suggest any solution of his own of the very delicate 
and difficult question of the Indian Btates and their future relationship with 
British India ; and he repeats the suggestion of the Montford Report for the 
creation of an Indian Privy Council, which he believes “ will give ample scope 
to the talents of a few of the most gifted among ** the Indian Princes. I am 
afraid, such a suggestion is wholly unacceptable to the Rulers of Indian Btates 
to-day. They wish to safeguard their treaty rights and to create a common 
machinery to deal with the matters that affect both British India and the Indian 
Btates. 

The writer is* perfectly right in saying that there can be no question of 
going back on the policy enunciated in August, 1917, and that the only feasible 
course is the establishment of some Western form of Parliamentary democracy. 
But as to the next instalment he «:^ivcs merely the liberal view of yesterday ^ that 
is the view embodied in the minority report of the Muddiman Committee or that 
put forward by T)r. Paranjpvo as President of the National Liberal Federation 
four years ago. Even the Tiiberal Federation has changed in the meantime. 
It has gone ahead and is now demanding full Dominion Status. 

It is the misfortune of writers, like the one whose work is being reviewed 
hfcre, that their suggestions become out of date hy the time they are put before 
the public and are discussed and reviewed. . .All the same the book deserves to be 
preserved and is likely to prove useful to future student of Indian constitutional 
history. 


CJuBUfiTKB N Swob. 
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‘ ADMINiatRATION RliPOBT OF T«B IdAB STATB FOB TH® TEAB 1936*27 

The states in India are units in yarions stages of progress and their Adminis- 
tration Reports afford food for thought to those who are interested in Indian 
problems. Moreover they enable us to make comparison not only with each other 
but with adjoining British districts also. All reports follow a certain standard 
skeleton and are uniform in the kind of material with which they deal though 
varying in detail. Thus those who are interested in the collection of statistics 
would also find matter in them. The State of Idar is situated in the north-east 
of Gujrat, has an area of 1,669 square miles and a population of 303,811 souls which 
gives a density of 133 persons per square mile. Its average revenue and expenditure 
worked out for the last hve-and-a-half years are Bs. 16,47,379 and Bs. 13,01,314 
respectively. 

The country is interspersed with hills and rivers, the soil is rich and fertile 
except in the hilly tracts. The average rainfall is about 85 inches and the 
principal products are wheat, rapeseed, methi, maize, pulses, oilseeds, rice, 
sugarcane and cotton. Mahua and mango trees are also found in some abundance. 
The State has good sand-stone, lime-stone and white clay, also mines of mica, 
asbestos and steal ite. Its forests produce teak wood, bamboos, babul and khakhras. 
The State is connected with a railway line from Ahmedabad. 

It is divided into 5 mahals for administrative purposes. Both cash assess- 
ment and bhag batai systems are in force and efforts are being made to bring 
in outside cuftivators. Land revenue demand of the State amounted to Bs. 7,13,864. 

Improved quality of wheat and better implements of agriculture are being 
introduced, but the financial position of the State is all but desirable. The 
salaries of the stall were in arrears for some months which with the outstanding 
dues to be paid to creditors and others amounted to Bs. 4,95,446. The State took 
a loan of Bs. 3 lacs and the strained position has been relaxed a bit. But 
it remains to be seen how the position can be improved in future. A feature of 
economic interest is that the State has prepared statistics on agricultural stock. 

Kbsari Sikoh. 


An Economic Survey op Gaooar Bhana, a Village in the Amritsar District 
IN the Punjab. Punjab Village Surveys, No. 1, published by the Board of 
Economic Enquiry, Punjab, 1928. Enquiry conducted by Messrs. 8. Gian 
Singh, B.Sc. (Agri.) and C. M. King, C.S.T., C.I.E., I.C.S. Price Rs. 4, 

It is a matter of common knowledge that of all provinces of British India, 
the Punjab has been leading the way in the matter of economic legislation as well 
as economic investigations — thanks to the altniistic and enduring interest takun 
in the work by small band of European workers in that province : the names 
of Calvert, Darling, and Myles are too well-known for their pioneering work to 
need any amplification here, 
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The book under review ie the first of its kind in India. Evidently, quite a 
series of these will follow shortly. To one who has done some amount of rural 
investigation in Mysore and Hyderabad, it comes as a very pleasant surprise that 
the authorities of the Punjab Board of Economic Enquiry thought it necessary to 
employ qualified whole-timers, paid for their work, to conduct the investigations, 
and secondly to allow a period of 16 months for examining and reporting upon the 
economic conditions of a single village. It augurs very well that the Punjab 
Board does not believe in honorary service for this kind of really very taxing work. 
And if anything, the Board seems to have erred on the right side in allowing the 
investigator to take 15 months in order to ensure the enquiry being sufficiently 
intensive. 

The special virtue of the publication is that the authors do not express their 
opinions but present matters of fact. This clearly shows that the whole enquiry 
is planned to be carried on on strictly academical lines. To probe into these 
publications, to interpret the facts presented, to decide upon the necessary action 
to be taken for bettering the rural economic conditions — these functions belong to 
men quite different from the investigators and even from the Board. This is 
as it. should be. For, this is the only way to ensure avoidance of prejudices, or 
of hasty legislation. 

This book is really of absorbing interest to people who know something of this 
kind of work. It must be remembered that this is the first publication of its 
kind in India, and it would not serve any purpose to make much of minor flaws 
here and there. Surely, in the later volumes of this series, improvements will 
be made. Still, the observations that follow on the book may prove of some use. 

Does one questionnaire, however detailed and panoramic, suit every village 
that is taken up for intensive examination, even within one province f This is a 
point on which evidently, there is difl'erence of opinion, but this much may be said. 
When we appoint a qualified and paid whole-timer for the work and allow him 
more than snfficrient time, then is it not better to leave him with main heads of 
enquiry and to ask him to draw up his own detailed questionnaire, compiled 
specially for the village, as he progresses with his work? The advantage of this 
procedure would probably consist in enabling the investigator to develop his enquiry 
in proportions proper to the conditions of the village : some items which have no 
place in the village, he may drop off and some items he may find it necessary to 
go further into than contemplated by a general (juestionnaire like the one by 
which the investigation under review was conducted. 

In chapter 1, there is this sentence : " The insanitary conditions necessitated 
the heavy birth rate, and the birth rate, owing to the risks run at each birth, 
causes a heavy death rate among women.” How insanitary conditions necessitate 
a heavy birth rate should have been further exjdained : as it is, it is hard to” 
follow the argument. 

In the course of the several chapters, there are a good number of common- 
place statements whieffi hold true of practically every village in the whole of 
India, and which practically everybody knows. Such statements would not have 
F. 18 
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l^n there but lti!r the csompiiilabi^ questioDnaire. 'Here it oue tueh typical etate- 
at the end of chapter 6, it it written that the people for the iiiott part 
eeetu to bte ignorant of the fad that takavi ioane are available and that the terms 
are far eaaier thiiii those obtainahEs from the village moneylenders.’* 

On page B4, the authors analyse the debt of the village under different items. 

1^0 ancer tain the debt of a village is not difficult, but to correotly apportion it as 

due to this or that cause is probably impossible for the simple reason that the 
debtor in most oasee does not remember the actual uses for which he utilised the 
loan. The analysis given here is either approximate or must have cost a very 
gi^eat deal of time and patience. 

Professor Myles deserves the grateful thanks of all University men in India 

foe having shown, in putting forth this book, how economic enquiries in rural 

tracts can be actually started and run. 


B. SnsAVA Iybngab. 


Hazrat Amir Khubrait of Delhi by Mubammad Habib. D. B. Taraporevala 
Sc Co., Bombay. Pp. HO. Be. ff*8. 

This little book more than fulffls the promise of Professor Habib’s earlier 
historical work Sultan Mahmud of Ghazni.” It is marked by the same keen 
insight, freedom from bias and mastery of language and makes a stronger 
appeal to the general reader. 

The subject of the book is one of the most eminent figures in Medieval India 
and occupies a high place in the history of Indian Culture. The volume before 
us is particularly welcome as it throws light on the social relations between the 
two major communities of India in these early days of their contact in which 
the average man pictures them a**^ perpetually flying at each other’s throats. 
Much of this vague misunderstanding is bound to be dispelled by a perusal of this 
book. 

The biography of Khusrau which purports to be the author’s main theme, but 
into the details of which he has not chosen to enter, occupies 48 pages and includes 
the lip of his spiritual preceptor, Bhafkh Nizam-uddin Aulia of Delhi. The pages 
devoted to the life of this saint have an interest and value of their own. 

The rest of the book is devoted to a critical examination of Khusrau’s prose 
and poetical works. Their salient features have been ably summarized and their 
value critically assessed both by modern and orthodox Standards. While praising 
the poet profusely for the beauty of his ghazal^ — ^the form of poetry in which he 
was at his best — the author does not spare him for the faults of his ventures in 
o^er fields. Khusrau’s laboured Msstmuf and j^ndiemms pl?eie, ab also his attempt 
to produce volumes, of Hteratme 4t ffhe bidding Sf patrons and in the hope of 
without due regard to quahtyv nz's sonde]imed> in uncertain iangdage. 
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We get a glimpec 6f the auf^or^e own poetic talent in his English rendering of 
few of Ktmsrah’s gJiaeals on pages 92 to 94. Thus : 

Thj’ flashing sword has laid all waste 
The troubled garden of iiiy heart ; 

Yet what a glory to this wTeck 

The rays of Thy great throne impart I 

“ The two vain empty worlds,” they say 
” Ts price that all must pay for Thee.” 

Raise up the value, raise the cost, 

This is too cheap as all can see. 

The character of Khusrau is the theme that runs through the book and gives 
unity to it. His skill as a man of the world in winning and retaining the 
favour of patrons so widely different in character, taste, and sympathies as the 
successive rulers of Delhi from Balban to Ghiasudclin Tughlak furnishes the clue 
to his (diaracter. Success watf his principal aim in life and success he had in 
abundance. 

The footnotes in the book besides furnishing a guide to the extant works of 
Khusrau are a valuable bibliography for the study of thiB period of Indian history. 
The refutation in one of these footnotes of the story implicating Shaikh Nizam* 
uddin Aulia in the events that ended with the death of Gbiasuddin Tughlak lifts 
a ch)ud that has hung over the memory of that illustrious saint. 

Farm A NAN n. 


Budokt Note for the Year 1338 Fasli (1928-1929). Prepared for H.E.H. the 
Nizam’s Government by A. Hydari Hydar Nawaz Jung, Finance Member. 

The note gives a very good idea of the condition in which the finances of 
the Hyderabad State are. It deals with the receipt and expenditure of the third 
triennium since the scheme of Departmentalisation of the Finances was sanctioned. 
Before proceeding with the figures for the triennium it deals with Actuals for the 
year 1336 Fasli (which discloses a net surplus of over 78 lakhs) and the Revised 
estimates for the year 1837 Fasli (which shows a net surplus of 135^ lakhs). 

The scheme of Departmentalization of the Finances was originally sanctioned 
as an experimental measure for a period of 3 years but its successful working has 
led to its being adopted for the future budgets of the State. The claims of the 
Finance Member desare repetition in his own words which are as follows : 

” If, as has often been stated, the finances of a State are the best expression 
of the efficiency of its administration and the w^ell-being of its people, Hyderabad 
may well hope that at the end of the third contract, .... it will have attained a 
high level witli regard to the objects for which a state can justify its existence. An 
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extensive agricfuliural programme wiU have initiated nieaam^ea for increasing Che 
produce of tbe i^ot . . , . and his ceitage industries . ^ have been orgaiueed 

in H manner that will bring still further addition to his resources; a net-work of 
co-operative credit societies and banks will be providing him with cheap capital 
and agents for the purchase of his raw material and for the sale of his produ<^e 
on the most profitable terms. At the same time the establishment of the district 
veterinary dispensaries and the stud depot will be ensuring the careful treatment 
and the improvement of his stock. A growing band of well-trained civil servants 
working under honest and experienced heads will* enable him to retain and enjoy 
the fruits of his labour in peac« and security. The reorganisation of the district 
medical department and the equipment of the Osmania general hospital with an 
expert and sufficient medical and nursing staff and up-to-date appliances will have 
helped materially towards the relief of human suffering. The expansion of elemen- 
tary education will have been furthered by the establishment of a net-work of 
schools under trained teachers throughout the dominions; while residential colleges 
not only of art and science but also of law, agriculture, engineering and medicine, 
will have been established in buildings worthy of the position of the Osmania 
University as being the first successful attempt to impart instruction tlirough a 
medium which will make for assimilation of knowledge — and not mere memorising. 
The amenities of electricity, and the telephone will have been extended, and 
the necessity of a pure drinking water-supply met, in many districts ; large areas 
will have been protected against famine by well administered irrigation works ; and 
the carrying out of a well thought-out railw^ay and road programme will be opening 
up the country, thereby bringing in all the advantages which follow better commu- 
nications. Beveuue, judicial and other officers will be housed in buildings which 
will no longer be a source of shame, discomfort and ill-health to those working 
in them, whilst a central secretariat will facilitate interchange of work and 
minimise routine. ’ ’ 

The Finance Member further says as follows : 

I am not unduly optimistic if J. anticipate thak the contract which will be 
next framed will have a revenue of over 8 and nearing 9 crores to be spent on the 
further realisation of these objects, which it will be x>osBible to supplement, as has 
been done in the past, by liberal grants from the surpluses that accrue in the 
next three years. The capital expenditure which has been financed without raising 
any loan daring the last two contracts has amounted to 5| crores and if in order 
to finance further capital expenditure the cash balance is at any time found 
insufficient, it will be open either to convert into this form of local investment, 
a small portion of the foreign securities in the reserves which now on this date stand 
at nearly 16 crores (excluding over 9 crores in the paper currency reserve) or to go 
with a light heart to the money market where the credit of H.B.H.’s Government 
commands for its scrip a premium of 90 per cent.’’ 

Our sincere good wiahes for the Finance Member in the realisation of his 
•ohemes. ' ■ v 


JlUgASI SXNOH. 
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